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t the turn of 
the year, it is traditional 
to look back to see where we came from in order to better understand where we may be going. Never has 
this been more important than now because it is evident that America and the world is entering a transitional 
phase likely to influence our lives and fortunes for a long time to come. 


In the past year, two events of great magnitude have transpired. One was the ending of the Korean 
war which may have been the first faint but, as yet, feeble sign that a long-term truce between East and West 
was feasible. This is already producing a changing political setting among the various groupings of nations, 
and at the same time it is laying the foundation for increased world trade rivalry. Under these conditions, 
nations are more likely to follow their own independent course in preserving their national economic interests 
and to rely less on broad international agreements for possible solutions of their problems. 


The second important event was the installation of the Eisenhower Administration, which is 
faced with the enormous task of maintaining economic stability at home after a spectacular 15- 
years expansion largely generated by war and preparations for war. Furthermore, the new Admin- 
istration must not only provide for the security of this country in the event of war but must also 
help create a favorable climate through appropriate legislation, in order to effectively nourish our 
economy in a hoped-for transition toward peace. 





In the meantime, the business and financial world is adjusting itself gradually to the changing scene at the 
same time that its efforts are necessarily limited by uncertainties of future government policies on taxes, Tl < 
defense spending, the government debt, labor, agriculture and tariffs, to be implemented by specific legislation. ee 
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It is obvious that for the business man and investor it will prove more useful than ever to 
keep abreast of the march of events, both with respect to major international and domestic 
developments, and to specific trends affecting the industries and companies in which he is 
interested. For this he requires reliable information and sound interpretation in order that his own 
business and investment programs may be intelligently formulated and wisely administered. In 
order to facilitate this important undertaking, the editors of THE MAGAZINE OF WALL STREET. 
as always, are prepared to offer the soundest guidance based on their careful appraisal and 
painstaking analysis of all the factors operating in business, finance and the security markets. 


We are particularly conscious of this responsibility in view of the profound changes taking place in the 
character of the investment markets which necessitates a considerable mental adjustment on the part of investors. 
It is for this reason that we constantly call attention to important shifts in trend, to industries which are 
fundamentally moving ahead and to those which are falling behind. 


Since most of our readers are busy people, our studies, while comprehensive, are concise and prepared 
in a convenient form. Where required, the text of articles is supplemented by tables and charts so arranged 
as to give essential information at a glance. 


The continuity of our investment service is a paramount feature of our work. Presented in convenient 
form, it keeps you constantly informed on the stock market, its trends and cross-currents, and the significant 
forces in play. It gives you sound and reliable advice as to the proper timing of your investment moves and 
helps you to make the most of the security selections presented in each issue of the MAGAZINE OF WALL 


STREET. 


Throughout the pages of the MAGAZINE, we give you the benefit of over forty-six years 
experience in the investment field during which we have served our readers effectively in boom 
and depression, in war and peace. The use of our Inquiry Department, available to subscribers, is 
intended to enable you to maintain your investment position to the fullest advantage possible. 
This complete service, and its high standards, should make THE MAGAZINE OF WALL STREET 
an invaluable source of information and advice during the year ahead which will undoubtedly 
present the type of investment problem that the investor, without the benefit of such guidance, 
will find more difficult to solve. In a year of rapid change such as is likely in 1954, the type 
of service which we offer should, therefore, be especially valuable to businessmen and investors. 


Paralleling this service, we keep you abreast of economic and business trends, always important as key 
factors in determining the future course of the security markets. Our BUSINESS ANALYST is specially 
designed to keep you informed on these basic business forces, and its statistical data has been selected so as 
to afford you continuous information on such vital factors as production, prices, money rates and trade. 


Additionally, our ECONOMIC SERVICE studies and weighs broad economic trends at home and abroad, 
their significance and implications in terms of business and market potentials. At frequent intervals, we pub- 
lish authoritative analyses of various phases of domestic and international economic trends, together with 
other subjects of broad general interest. These are all written by experts with intimate knowledge of these fields. 


Finally, our WASHINGTON LETTER will keep you informed—often ahead of the news—on events and 
developments affecting the nation and the world at large from the political, economic and diplomatic standpoint. 
This feature is unique and has the well-deserved reputation of probing deeply behind the scenes, unearthing trends 
of thought among the nation’s and world’s leaders that offer the basis for action in the future. 


In conclusion, THE MAGAZINE OF WALL STREET stands ready to serve you more fully and better 
than ever in a period in which it is a paramount necessity to keep well informed on economic, financial and 
political developments. This will assist you to take full advantage of the opportunities that will develop 
during the coming year for the safeguarding of your capital and income. 
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THAT’S A TRANSISTOR, invented at Bell Telephone Laboratories. This tiny electronic device can do many things that a 

vacuum tubes can do and more besides. Though little larger than a coffee bean, it can amplify electric signals 100,000 times. a 
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The Transistor was announced only — words from an article in the Science —_ equipment for defense, as well as radios, Li 

five years ago but it is already the daddy — News Letter: “In less than half a cen- _ television sets, computing machincs, yr 

and granddaddy of many promising off- __ tury, the clectronic tube has changed hearing aids and electronic apparatus. tk 

spring. All of the growing uses of this — the world. The effect of the transistor One of the first uses of the Teanainior 01 

tiny electronic device stem from its in- on our lives may be equally potent.” — 5, telephony was in the new electronic it 

vention at Bell Telephone Laboratories. The Bell System, in accordance with equipment which enables telephone re 
Seldom has there been an invention __ its established policy of making all of | Customers to dial Long Distance calls 

with such exciting possibilities in te- its inventions available to others on from coast to coast. tc 

lephony and in other ficlds. A recent is- reasonable terms, has licensed forty We can already sce the time when it : 

sue of The Reader's Digest calls it “The | companies to make and sell transistors. will bring many other improvements in th 

Fabulous Midget’ and reprints these These include makers of advanced _ both Local and Long Distance service. lo 
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BELL TELEPHONE SYSTEM LOCAL... TO SERVE THE COMMUNITY. th 

NATIONWIDE... TO SERVE THE NATION. ~ 
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>" Business 


The Trend of Events 


THE PROOF... Chancellor of the Exchequer, R. A. 
Butler, has just hinted, as if we needed proof of it, 
that Britain would seek to expand trade substan- 
tially with the Soviet bloc if the American recession 
should deepen. In other words, she would not hesi- 
tate to take steps that could have no other result but 
create suspicion in the United States of Britain’s 
attitude. Since similar views to those of Mr. Butler 
are held by some of our other allies, we find sub- 
stantial verification of the argument put forth in 
the article in this issue, ‘‘Why the U.S. May Stand 
Alone in Recession”. We should like especially to 
call attention to the fact that the article was pre- 
pared well in advance of Mr. Butler’s statement, and 
that it may well prove an accurate forecast of the 
nature of coming changes in world trade, and how 
they may affect this country. 


LABOR’S POSITION IN 1954... As we enter 1954—a 
year which according to now available evidence, will 
be a period of considerable economic adjustment— 
the attitude of labor, particularly organized labor, 
on the degree of cooperation it is prepared to offer 


economic operation. Or, it can declare itself uncon- 
cerned with these problems and unwisely seek, as it 
has recently done, to advance its cause by demanding 
ever-higher wages in the face of clear evidence that 
built-in inflation created by successive wage in- 
creases is no longer tenable at a time of growing 
signs of a semi-deflationary trend. In adopting the 
first course, labor would do its share in facilitating a 
relatively painless adjustment for all concerned; in 
adopting the second, a deflationary spiral could be 
started that would eventually affect all segments of 
the economy, including labor itself. 

It is not suggested, of course, that labor should 
voluntarily invite a cut in wages, particularly with 
living costs as high as they are. What can be asked, 
however, is that labor declare a moratorium on new 
demands for higher wages or new fringe benefits 
until the economic adjustment has run its course and 
a solid base for a resumption of an expansionary 
phase has been laid. 

Wages of organized labor have now reached the 
topmost point that can be supported by industry, if 
they have not, in fact, already exceeded it. Under 





industry in affecting an 


these conditions, operating 


costs have become too rigid 


orderly transition will be of | We recommend to the attention of our 





transcendental importance. 
Labor has two courses open 
to it. It can recognize the 
problems of industrial man- 
agement in a period requiring 
the adjustment of costs to 
lower production and _ sales, 
and cooperate with industry 
in a serious effort to promote 
the most effective degree of 





readers the analytical discussion of busi- 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 





and, if continued too long, 
would place American indus- 
try at a growing disadvan- 
tage. Union leaders may not 
be willing to admit the impli- 
cations of this situation as yet 
but the realities stare them in 
the face just the same. They 
still have time to adopt a 
course of wise labor states- 
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manship in which, they can be sure, they will be 
met by a spirit of conciliation and cooperation by 
management. Unfortunately, they have thus far 
given few signs of it. 

So far as management is concerned, a more reso- 
lute course should be taken in opposing further wage 
increases, except in cases where provable inequities 
prevail. It may be said, however, that in too many 
cases, management has yielded weakly even where 
new wage demands were based on a purely arbitrary 
and excessive estimate by the unions. Whether out 
of fear of strikes or because management believed 
it could pass on the increased costs to the consumer, 
a situation was created in recent years where labor 
virtually could dictate the scale of wages. This has 
placed labor in an extremely strong strategtic posi- 
tion to which, unfortunately, industry has unwisely 
made a powerful contribution. Logically, manage- 
ment should now commence to assert its authority 
in more convincing fashion and thus restore the 
needed balance between labor and industry. It is a 
time of decision for management as well as labor. 
Both sides must now realistically approach the prob- 
lem and cooperatively find a workable solution. 


NEEDED REFORM IN MUNICIPAL FINANCING... The 
annual increase in public financing—excluding the 
Federal government—has reached such large propor- 
tions that re-examination of the procedures in bor- 
rowing used by state and local governments is 
urgently needed. It is all the more desirable at this 
time because, owing to the cumulative pressure for 
construction of public works to meet the needs of 
the growing population, officials responsible for find- 
ing funds are handicapped by obsolete laws. Oper- 
ating in many cases under statutes which were estab- 
lished years ago under conditions quite different 
from the present, a situation is developing effectively 
hindering the efficient and economical administra- 
tion of public borrowing. 

The chief criticism that may be leveled against the 
present methods of public financing is the complete 
lack of uniformity in statutory provisions under 
which public securities are sold. As a result, a great 
many abuses have appeared, particularly with re- 
gard to excessive use of the borrowing power, with 
too little consideration given in too many cases to 
the specific means by which new issues are to be 
serviced. 

This situation applies more particularly to munici- 
palities and other smaller political sub-divisions 
rather than to the States. In response, the National 
Municipal League through a special committee, is 
formulating a model law, covering the sale of muni- 
cipal securities, to be applied uniformly on a state- 
wide basis. Such a law would obviate many inequali- 
ties in public financing and in general provide greater 
safeguards for both the municipalities and prospec- 
tive investors. 


FROM THE BUYER’S VIEWPOINT... The opinion on 
business trends held by the nation’s leading purchas- 
ing executives is often sought as offering a possible 
clue to near-by prospects. This is based on the fact 
that these individuals are necessarily in very close 
contact with major business and industrial interests 
and characteristically adopt a highly realistic atti- 


tude when it comes to placing actual buying orders, 
normally involving very substantial sums. 

At this particular juncture, according to a recent 
report of the National Association of Purchasing 
Agents, two thirds of the buying executives of the 
country seem to be a bit more hopeful on the outlook 
than several months ago. One can interpret this as 
largely based on the steady decline in inventories in 
progress for the past half year and which has now 
brought inventories into slightly better balance. 
Though the situation is by no means completely sat- 
isfactory as yet, some buying executives apparently 
believe that industry is now in a sounder position 
with reference to unworked inventories and that 
within a few months presumably, replenishment, at 
least in some lines, would be required to satisfy 
normal requirements. 

Against this somewhat more cheerful estimate, is 
the undeniably sharp cut-back in new orders which 
has rather markedly been forcing down the rate of 
production. Viewed from this standpoint, the decline 
in inventories assumes a somewhat different aspect 
from that envisaged by those buying agents who 
have recently been adopting a more optimistic tone 
in their reports. On this basis, it is quite possible 
that the present level of inventories, though mate- 
rially reduced from that of last summer, may still be 
too high in proportion to the current level of sales 
and production. In other words, it has not been 
proved as yet that the inventory situation | is within 
sight of approaching real balance. 


FASHIONS IN STOCKS... Like ladies’ hats, there are 
fashions in stocks. During a prolonged “bull market” 
such as in progress for years after the end of World 
War II, first one group of stocks and then another 
came into fashion. TV, drugs, chemicals, rubbers 
succeeded one another in a parade across the tape, 
attracting the most widespread public participation 
in their time of glory. Greatest activity in these 
groups and others was normally concentrated into 
a comparatively brief span, from a few months to a 
year in most cases. During that period, individual 
stocks would make exceptionally large gains, attract- 
ing still further public interest. With plenty of pub- 
licity thus afforded, thousands of individuals, many 
of them without too much experience were easily 
lured by the vision of quick and easy profits. An 
outstanding example, of course, was the stupendous 
speculation in low-priced Canadian shares. 

It is worth while referring back to these examples 
of high-powered and generally short-lived-specula- 
tion in groups which had temporarily caught the 
public eye and were, therefore, “in fashion’’. “Inves- 
tors” who entered the field rather late in the day 
and who, consequently, bought stocks at near the 
highest levels found themselves caught in the in- 
evitable backwash. As speculation ebbed, prices sank, 
quite often to a very substantial extent. Losses in 
many cases proved irretrievable within a measurable 
time. 

The moral is an obvious one: when a stock or 
group of stocks has held the centre of the speculative 
stage for too long and has had a spectacular rise 
during this period, do not join the procession of 
unwary speculators. Stand aside and let others 
reach for the “profits”. 
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By E. D. KING 


A TIME FOR REFLECTION 


avy 

Wher of our friends abroad are expressing 
concern over the economic health of this country and 
some, in fact, have prepared obituaries for an ex- 
pected demise of American prosperity. Whether the 
wish is father to the thought by those who are envi- 
ous of our progress or 
whether this is an hon- 
estly held view, we Amer- 
icans, with faith in our 
country, know that such 
fears are highly exag- 
gerated. 

We acknowledge, of 
course, that we are well 
into a period of adjust- 
ment. But this need not 
be cause for alarm. After 
all, we have just emerged 
from fifteen years of vir- 
tually uninterrupted ex- 
pansion which has 
brought us to an un- 
dreamed-of summit of 
productive power. Even 
if a halt to this massive 
trend were not inherent 
in the situation, we 
should welcome it as an 
opportunity to pause and 
take stock. 

Coinciding with what 
what seems the first be- 
ginnings of a more tran- 
quil period in interna- 
tional relations than we 
have known in recent 
years, though far from 
ideal, it is necessary that 
we re-examine our entire 
position so that we can 
eliminate basic faults in 
our governmental techniques of meeting economic 
problems; eradicate still lingering effects of the ex- 
cesses of the New and Fair Deals; and devise new 
measures that can cope effectively with the develop- 
ing transition in the nation’s economic position. 

Though extremely complex and difficult to solve, 
the problems are by no means insurmountable if we 
remember that “no tree grows to heaven”, and, 
therefore, that we cannot logically expect the Ameri- 
can economy to continue to grow without limit, year 
after year, without intermission somewhere along 
the line. If we can adjust our thinking to the neces- 
sity of dealing with this stern reality, we can see 
that the adjustment through which we are passing 
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“A REHEARSAL FOR BETTER TIMES” 


iM, 7 (| WOW LET'S TRY To GET 
ik A LITTLE BETTER / 


is just an inevitable part of an endless process of 
growth and rest which has characterized the Ameri- 
can scene for over a century and a half. 

It is fortunate that we possess in the Eisenhower 
Administration, an effective means by which we can 
pass safely from a highly 
abnormal period of hec- 
tic activity to another 
era, the outlines of which 
cannot be perceived as 
yet, but which can surely 
bring America to still 
further pinnacles of 
prosperity. This is a 
bridge which the Presi- 
dent and his associates 
are endeavoring to con- 
struct painstakingly and 
wisely. However, the 
foundations of this 
bridge are as yet fragile. 
Nothing could more 
surely ruin the enter- 
prise than if the Ameri- 
can people, impatient for 
a resumption of the re- 
cent pace of increase in 
their living standards, 
should demand beyond 
reason that the govern- 
ment intervene in their 
behalf at the first sign of 
a set-back. 

We should have learned 
over the past twenty 
years that nothing will 
more swiftly sap the 
moral fibre of a people 
than its eagerness to 
lean on the government 
when things get tough. 

By avoiding this trap we have overcome our prob- 
lems in the past, with the one interlude of the Roose- 
velt and Truman Administrations; and have steadily 
grown without sacrificing our independence as citi- 
zens. It is the only way in which we can continue 
to grow without a complete transformation of our 
basic institutions. 

Therefore, we should welcome the opportunity of 
an adjustment, for it is an opportunity for the nation 
rather than a hardship. It will give us time to test our 
price structure weakened by years of inflation. It 
will give labor and management time to correct 
abnormalities in their relationship. It will give the 
people time to reflect and plan even more soundly. 


HARMONY, 


Justus in The Minneapolis Star 
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Security Market Trend in 1954 


Recent market performance increases doubt 


whether the post-September recovery can be 


extended. In any event, there are tests ahead both for the market and the economy 


before 1954 trends come into clearer focus. You should continue to hold conservative 


reserves and emphasize close selectivity in 


By A. T. 


Tre stock market has ended 1953 and entered 
1954 in a cautious-to-doubtful mood. At no time in 
the old year did periods of price recovery take the 
Dow-Jones daily industrial or rail averages—or our 
broader and more representative weekly indexes— 
back to, much less above, the highs of the 1949-1953 
bull market recorded many months ago. For perspec- 
tive, here is the over-all pattern of the highly selective 
1953 market in capsule form: (1) a zig-zag downward 
trend for about nine months into mid-September to 
lows which were about 13% under the early-January 
bull-market high in the case of the daily industrial 
average, and over 19.5% under the late-December, 
1952, high for the rail average; (2) roughly a three- 
month upswing into December which, at its best levels, 


portfolio management. 


MILLER 


left the industrial average about 3.4% under its bull- 
market peak, and rails down about 12% on the 
same comparison; (3) a moderate downward ten- 
dency in industrials from December 18 to this writ- 
ing, despite a rally in the last two trading days of 
the year, and a more pronounced one in rails since 
December 1, both contrary to the year-end seasonal 
strength seen in the great majority of past years. 

The pattern for what can be broadly called the 
defensive section of the list, made up of utilities and 
high-grade stable-dividend industrials, has been and 
remains quite different. Most such issues made their 
lows prior to September, have been relatively strong 
for some months and, on average, currently stand 
in the close vicinity of their postwar highs. One fac- 
tor operative here is a bullish money-rate 
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THE MARKET IS A TUG-OF-WAR... CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS® 


trend. The bond market ended a major 
cycle of decline in June and began an up- 
ward cycle, reflecting (1) the shift by the 
Treasury and Federal Reserve from an 
anti-inflation harder-money policy to an 
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business activity and corporate earn- 
ings. In the employment of new money 
in equities, and in portfolio switches, the 
| tendency of both institutional and indi- 
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Speculation at Low Ebb 
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By the same token, speculative ten- 
dencies are, and for some time have 
been, notably subdued and discriminat- 
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ing. As broadly measured by perform- 
ance of secondary and lower-grade cy- 
clical stocks, the most speculative phase 
of the 1949-1953 bull market was seen 
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The change in the char- 
acter of the market has 
tended to reduce trading 
volume, relative to total shares outstanding. The 
turnover ratio has been declining irregularly for 
some years. The 1953 trading volume was slightly 
under 1952’s 13% of total listed “Big Board” shares, 
compared with 119% in 1929, 37% in 1936 and 24% 
in 1945. With the exception of 12% in 1941 and 9% 
in 1942, it was among the lowest ratios on record. 
The longer-term shrinkage in the volume ratio re- 
flects more of a tendency of investors to retain their 
stockholdings on the one hand; and, on the other 
hand, a large increase in total shares listed, due 
mainly to stock splits and stock dividends. One tech- 
nical effect is a thinner market than formerly. This 
contributes to sharp temporary spurts or spills; but 
since the market is so largely investment dominated, 
these do not of themselves induce a continuing selling 
or buying stampede. Except when influenced one 
way or the other by some dominant news factor, it 
tends to be a more stable, moderate-range market 
than in the past. 


The Level of Stock Prices 


Although down materially from the highest point 
of early 1953, the broad level of stock prices is still 
a relatively advanced one in terms of historical 
range. However, that fact has limited practical sig- 
nificance. Prices have little meaning except when re- 
lated to values. The conservatism or extremism of the 
general market level is more realistically indicated 
by price-earnings ratios and dividend yields. On aver- 
age, industrial stocks are priced at less than 10 times 


1954 





JANUARY 9Q, 








1953 earnings, and dividend yields exceed 6%, com- 
pared with slightly over 3% for high-grade cor- 
porate bonds. In these terms, the market as a whole 
is at a reasonably moderate, generally conservative 
level. Within the market, of course, the disparities 
between individual stocks are wide. In general, de- 
servedly popular growth stocks and income stocks 
are mostly at levels ranging from medium-high to 
high, both in historical range and in terms of price- 
earnings ratios and yields. On the other hand, many 
issues are at fairly low to very low levels in his- 
torical range, especially for the period since World 
War II, with low price-earnings ratios and “bear- 
market” dividend yields ranging upward from 7% 
to 15%. 

Measured from low to high, the Dow industrial 
average was confined to a 1953 range of about 15%, 
compared with 14% in 1952, 15.5% in 1951, 19.5% 
in 1950 and 24.1% in 1949. On long-range com- 
parison, it was among the narrower ranges, although 
not the narrowest one, in the modern history of this 
average. Due to the broader representation of sec- 
ondary stocks in it, the comparable 1953 range of 
our weekly index of 300 stocks was 21.6%. 

On the part of Government, industrial and col- 
legiate economists, as well as of others concerned 
with economic forecasting, the consensus is for no 
more than a “moderate” 1954 shrinkage in indus- 
trial production and corporate earnings; and for 
aggregate dividends differing little, if any, from the 
record 1953 total of about $9.4 billion. Although 
opinion on these points is by no means unanimous, 
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it is more so than usually. A “moderate” recession 


in full-year production is defined as 5% to 8%, about 


on the order of that of 1949; a “moderate” fall in 
corporate earnings as around 10% to 15%. A great 
majority of the forecasts fall within the ranges 
cited, with a minority looking for an even milder 
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recession and another minority for a more severe one. 

If the majority view proves reasonably near the 
mark—which remains to be seen—it is hard to see why 
the 1954 market should differ much from that of 
1953, except for the inevitable development of some 
new patterns of selectivity. It seems probable that 


utilities and high-grade income stocks will gen- 
erally remain well above their 1953 lows, since 
the prospect appears to be firm, if not higher, 
bond prices, and since earnings prospects for 
such issues are generally satisfactory. It is quite 
possible—again if the afore-cited consensus is not 
too far off the beam—that both the Dow indus- 
trial average and our weekly index of 300 stocks 
will hold through 1954 within or not far from 
the lower and upper limits of their 1953 range— 
allowing for the quality appeal of a number of 
the Dow industrials; and for the substantially 
deflated levels, discounting recession, of many 
of the stocks in the composite weekly index. It 
appears a more dubious proposition that the rail 
average saw its low last September. Moreover, 
regardless whether the range for the industrial 
list is roughly that of 1953, no doubt many indi- 
vidual stocks will fall further, and others come 
to the fore, under the dictates of industry and 
company developments “around the corner” and 
not now shaped up. 

How little the “‘general trend” of a moderate- 
range market may mean to the individual in- 
vestor is emphasized by the chart on this page. 
In 52 weeks through December 26, our composite 
index was down 8%. But 14 of the stock-group 
indexes, or over a fourth of them, were up or 
unchanged on the year, 35 lower. At one end of 
the scale the bus-line group was up 37%; at the 
other end, textiles were down 37%. Since the 
chart tells the story for each stock group, no 
further comment is needed—except to say that it 
is about as certain as anything can be that the 
line-up a year hence will be considerably 
different. 

Production eased further in December, making 
an estimated total decline of about 8% in the 
Reserve Board index from last spring’s peak, 
with roughly 40% of it concentrated in Novem- 
ber-December. With rebounds indicated in some 
lines, notably automobiles and steel, the down- 
ward trend seems likely to flatten out over nearby 
months, deferring a sterner test. Allowing only 
for moderate recession, the Administration seems 
to be relying mainly on a constructive credit 
policy to counter it, though it probably will pro- 
pose some investment-stimulating tax conces- 
sions, centering largely in depreciation allow- 
ances, It is going ahead with plans to cut spend- 
ing $5 billion in the next fiscal year. It is not 
likely to over-emphasize public works (slow in 
effectiveness) or further tax cuts unless reces- 
sion begins to show snow-balling tendencies. 
With or without its approval, Congress probably 
will cut some excise taxes beyond the statutory 
April 30 reductions. Whether it will extend the 
52% corporate tax rate, scheduled for cut-back 
to 47% April 30, is problematical. 

The projection of a well-maintained 1954 divi- 
dend total—the most important single consid- 
eration for investors—appears well founded, con- 
sidering the present subnormal payout of earn- 
ings and indicated 1954 corporate cash-flow fac- 
tors, relative to cash- (Please turn to page 468) 
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Why The U.S. May Stand 


Alone in Recession 


By V. L. HOROTH 


~ 

i nightmare of a Russian invasion of 
Western Europe has been temporarily pushed into 
the background in the minds of Western Europeans 
by an almost neurotic obsession of the inevitability 
of a business recession in the United States and its 
disastrous consequences to Europe. British econo- 
mists, dubious of the conquest of the trade cycle, 
forecasted foul economic weather ahead, more than 
two years ago. More recently, the Australian econo- 
mist, Colin Clark, well-known for his long-range 
forecasts of things to come, created a stir by assert- 
ing that not only would there be a business reces- 
sion in the U. S. early in 1954, but that “a disastrous 
American slump is all but inevitable unless Congress 
takes action (drastic tax cuts and deficit spending) 
which it is most unlikely to take.” 

Views on this side of the Atlantic are, of course, 
far less pessimistic. While it is generally conceded 
that we are past the summit of the great re-arma- 
ment boom, future prospects are not regarded as 
unpromising. Moreover, it is known that the Gov- 
ernment in Washington is not going to sit idly by 
and see the country plunged into a depression. The 
result of such a depression, as will be seen, would 
be not only a collapse of our present foreign policy, 
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but a weakening of the 
free world economically. 

Since the future of 
the entire world is in- 
volved, the much har- 
assed American tax- 
payer may very well 
ask: Can we expect our 
Allies to help us in 
beating down the flames 
of business recession? 
Can they, in any way, 
help us? Or will it be a 
case of “everybody for 
himself and the devil 
taking the hindmost,” 
as in the great depres- 





sion of the ’thirties, 

; 8 when economic nation- 
Big ee alism—so disastrous to 
ne the international flow 





of goods—got its start. 

But before discussing 
the effects of an even 
moderate business 
slump on our foreign 
trade and possible meas- 
ures that our free world 
partners might take, let 
us inquire first why the 
British and Europeans 
in general are so con- 
cerned about the future. 











Business Slump Here 
Means Reappearance 
of Dollar Gap 


The basic reason for 
the fear of the British, 
the French, the Japan- 
ese, the Filippinos, and 
even of the Germans 
and the Dutch, is that 
their economies — de- 
spite the recovery of 
recent years — are still too precariously balanced and 
too dependent upon American military and eco- 
nomic aid to be able to weather the consequences 
of a serious American business slump. 

It is still not generally realized in the United 
States what far-reaching consequences for world 
economic relationships has been the change in 
Britain’s, France’s and the Netherland’s position 
from creditor to debtor status. It is still not fully 
realized that, to make up for their losses of invest- 
ments and colonies, these nations and also Japan 
had to reorganize their economies—much as Ger- 
many did after the First World War—to provide 
jobs and bread for their nationals. Basically, they 
had to expand their industrial and export capacity. 
In doing so they may have planted the seed of the 
coming recession, since industrial capacity has also 
been expanded elsewhere: in the United States, 
Canada and South America. Hence the world may 
temporarily suffer from over-industrialization until 
either new markets are found or the older markets 
are expanded. 

Nevertheless, the industrial capacity of Western 
Europe—if she were to feed herself—had to be ex- 
panded. The Netherlands, through hard work and self- 
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denial, accomplished the job. Great Britain failed, 
not by doing what she did, but, as one noted English 
economist put it, by under-estimating the magnitude 
of the job. In France, the reorganization of the 
French economy did not get very far, largely be- 
cause France was able to rely on American help and 
thereby avoided doing the unpleasant thing. 

The first sign of a business recession here would 
probably be a drop in our imports and a restriction 
in our military expenditures abroad and in our 
economic aid, What would be the effect of the re- 
duced outflow of dollars on the still somewhat un- 
steady economic situation in Western Europe and 
Japan? 

We know from past experience that the drop in 
imports is usually bigger than the slump in national 
income or industrial activity. This is because, in 
many cases, the imports represent marginal supply. 
In 1938, when, during a business recession, national 
income declined by about 5 per cent, American im- 
ports declined in value—not in volume—by some 35 
per cent. Under the present circumstances a decline 
in American imports of only 10 per cent plus the 
elimination of our economic aid would result in the 
reappearance of a serious dollar gap in the accounts 
of foreign countries with the United States. To 
settle this gap in order to maintain their standard 
of living, foreign countries would have to dip into 
their gold and dollar reserves, which at the present 
time are around $23 billion. In fact, as the econo- 
mists of the International Monetary Fund figured 
out a few months ago, if an economic recession of 
the 1938 magnitude should develop in the United 
States, “the plugging of the dollar gap” could very 
well necessitate an outlay of $6 billion from foreign 
gold and dollar reserves. 

Anticipating that they may be called to draw on 
their reserves in the future, foreign countries—as a 
group—have concentrated on building their gold and 
dollar balances, rather than on spending them for 
purchases of our goods now, as some of our export 
groups (cotton and tobacco people) would like them 
to do. Since the outflow of dollars has been generally 
heavier than dollar spending by foreign countries— 
thanks to our military expenditures abroad and to 
the continuation of economic aid—foreign central 
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banks added some $2.5 billion to their gold and 
dollar reserves in 1952 and very likely another $214 
billion in 1953. The only trouble with this situation 
is that those countries which may need to draw on 
their gold and dollar reserves in case their earnings 
fall off, are not necessarily the ones that profited 
most by the 1952 and 1953 gold and dollar accretions. 


Restrictions Against Dollar Imports 


The re-appearance of the dollar gap in the trans- 
actions of foreign countries with the United States 
would be next followed by the measures of foreign 
countries to protect their gold and dollar reserves. 
The obvious way to do so, would be by restricting 
dollar imports. Our exporters would find themselves 
hemmed in by import and currency restrictions far 
stricter than those now in existence. The cumulative 
effect of such restrictions coming on top of the 
contractions of the domestic market, can well be 
imagined. 

The blow of these restrictions would undoubtedly 
fall heaviest on exporters of farm products, textiles, 
petroleum products, rubber goods, paper manufac- 
tures, and the less specialized chemicals and drugs. 
In some of the industries a large percentage of whose 
products are exported—such as cotton, naval stores, 
etc.—some layoffs might become necessary. 

Yet, while restricting imports from this country, 
Western Europe, Japan and other of our present 
Allies might be encouraging trade among them- 
selves. The British would certainly redouble their 
efforts to grow more cotton and foodstuffs within 
the sterling area. Japan and Germany would press 
for the liberalization of trade with the communist- 
dominated areas in order to obtain raw materials 
which they could no longer pay for in dollars. In 
fact, it is quite possible that some of the British, 
German and Japanese factories would have to close 
because of the lack of raw materials—until the non- 
dollar sources of raw materials could be developed. 
The reader must realize one thing: one of the basic 
changes in world economic relationships caused by 
the Second World War and by the closing of the 
communist-dominated areas has been increased de- 
pendence of the free world on North American and 
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Western Hemisphere sources of food and raw ma- 
terials. To counter this development would cause 
hardships everywhere. 


Currency Depreciations 


While restricting their own dollar expenditures, 
foreign countries would unquestionably redouble 
their efforts to sell in the dollar area which com- 
prises, besides the United States, Canada and Cen- 
tral America, also the northern third of South 
America. One way of pushing their sales and at the 
same time obtaining further protection for their 
domestic markets would be to make their currencies 
cheaper in terms of the dollar. Thus still another 
consequence of a fairly extensive business recession 
here might be a competitive currency devaluation. 
We have already seen that a relatively mild Ameri- 
can business slowdown in 1948 and 1949 led to a 
wholesale devaluation of foreign currencies in Sep- 
tember 1949, though some of those currencies were 
grossly overvalued. 

A new wave of currency devaluations would not 
only be an additional blow to our exporters who 
would find it more difficult to compete in foreign 
markets, but would open up our domestic market to 
a flood of foreign goods. With our tariff structure 
reduced some 70 per cent since 1934, the United 
States now stands near the bottom among the na- 
tions of the world in degree of tariff protection. In 
view of this low level of tariff protection, it wouldn’t 
take much currency depreciation for foreign pro- 
ducers to establish themselves here and to endanger 
some of the industries that are vital from the view- 
point of the security of the United States. 

A recent study completed by Professor O. Glenn 
Saxon under the auspices of the National Industrial 
Conference Board reveals that a sustained drive by 
foreign countries to capture a part of the U. S. 
market is already endangering the price levels of 
some of the industries engaged in servicing our 
military establishment. On these price levels depends 
the future ability of these industries to support the 
research, development and productive strength of 
the individual companies. The study has also shown 
that the wage differentials between the United States 
and certain foreign countries have widened as a 
result of the rising labor costs here and relatively 
low wages and long working week abroad. In Ger- 
many, for example, because of the willingness of the 
German workers to work hard and long hours, the 
labor costs in 1952 were only one-fifth of ours. Be- 
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fore the war German labor costs were almost half 
of ours. 

As for third markets, competitive currency de- 
valuations would make the problem of exporting 
from this country really difficult. Dollar exports 
would be tied to dollar spending for imports, with the 
result that in countries, like Argentina, which earn 
relatively few dollars in a direct trade with us, the 
market soon would be over-run by Europeans, and 
the gains made by us over the last 10-15 years would 
be thus lost. Some of the European countries, notably 
Germany, have already made inroads into some 
Latin American markets, especially Brazil, by being 
ready to barter and offering liberal payment terms. 


Setback to International Trade 


A recession in this country and the subsequent 
efforts of foreign countries to augment their dollar 
earnings and at the same time to keep their dollar 
spending down would, accordingly, undo what 
has been accomplished in the way of trade liberali- 
zation since the end of the Second World 
War. Import restrictions, quotas, and 
currency devaluations would divert the 
free world trade from the path that we 
all hoped would lead toward currency con- 
vertibility and multilateral trade and di- 
rect it toward economic nationalism. 

Instead of the free world becoming a 
one-currency and one-trade area, we would 
see individual currency areas—the dollar 
area, the sterling area, the European 
Payment Union area—more sharply 
divided from each other, with each of the 
currency areas encouraging trade within 
its sphere at the expense of international 
trade. Even worse. We would probably 
see the breakdown of the present restric- 
tions on trade with the communist world, 
and since politics often 
follows economics, we 
might even see a change 
in the global political 
climate. 

At any rate, 
(Please turn to page 462) 
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Prospects for 


of industrial production as inventory accu- 
mulation in 1953 played a considerable part 
in sustaining factory operations. 

Arising in part from this change in the 
inventory situation and, in part, from the 
growing caution of consumers and the fail- 
ure of products to move as rapidly as in the 
earlier part of 1953, a downward trend has 
developed in employment. Up to very recently 
this has taken the form of a cut in over-time 


e e 
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PART I 


Wren final figures are collated, the year just 
ended will probably rank as the second most profit- 
able in American history. Only 1951 showed a larger 
total of corporate profits. For the full year, total 
profits were about 10-12% higher than in 1952. 
However, in the final quarter profits commenced to 
slip along with the decline in the rate of pro- 
duction. 

As we enter 1954, it is evident that the post-war 
boom has ended and that the economic trend has 
been moderately downward in many, but not all, 
lines since summer. Owing to the lateness with 
which government statistics are issued, however, 
it was only in the last few weeks that we had actual 
concrete evidence of the changes taking place on a 
national scale. However, this publication has cor- 
rectly stated that position as far back as last autumn 
when the first signs became visible. 

Prominent among the factors now dominant is 
the decline in inventory accumulation. While some 
$4.5 billions were added to inventory in 1952 this 
trend will probably be reversed in 1954. This is an 
important element in considering the future rate 
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By GEORGE W. MATHIS 


recent weeks there has been a rather notice- 
able incrase in number of workers layed off 
and this is now averaging about 300,000 per 
month. However, the drop is too small to be 
considered a decisive factor as yet. A tenta- 
tive projection places total wages and sal- 
aries for 1954 at $205 billion, about 1.5% 
below 1953. 

Other highly important factors in this year’s eco- 
nomic trends will be the rate of government spend- 
ing, business expenditures for plant and equipment 
and consumer spending and saving. It is estimated 
that the government will spend about 6% less than 
in 1953 and that expenditures for plant and equip- 
ment will be about 4% less. This indicates total 
spending in these two divisions of the economy of 
about $98 billion in 1954 against $106 billion in 1953. 

Personal income has increased steadily in each 
quarter since the third quarter of 1952, with the 
latest figure on an annual basis of $286.6 billion 
against $271.4 billion the previous year. Fourth 
quarter figures are not yet available but, according 
to current data on production and employment, it 
would appear that a moderate decline took place. 
While personal consumption expenditures have also 
risen from $217.2 billion in the September quarter 
of 1952 to $231 billion in the same quarter of 1953, 
the rate of increase in savings suggests a more 
conservative buying attitude on the part of the 
public. 
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The change taking place in the overall economic 
situation is best reflected in production figures. In 
March, the Federal Reserve Board index of indus- 
trial production (using the old index) stood at a 
peak of 243 and by November had dropped to 228 
with a further decline indicated for December. A 
general concensus of informed opinion holds that the 
rate of industrial production will continue to decline 
until the end of Spring and that at its lowest point 
the figure of about 210 will be reached. It is at this 
point that a leveling off of the decline is expected. 

From the profit standpoint, the most critical phase 
of the outlook revolves around prices. With the vol- 
ume of business declining, though at a moderate 
rate, the question of prices becomes paramount if 
profits are to be held to reasonably satisfactory 
levels, in view of the squeeze caused by high operat- 
ing costs and taxes. Thus far, business interests, 
with few exceptions, have endeavored to hold the 
price line despite growing competition. This is be- 
cause they fear that once they enter into price com- 
petition, on a large scale, profits would melt rapidly. 
It is for this reason that prices from now on must 
be watched closely as a barometer of next year’s 
profits, especially at the wholesale, dealer and retail 
level of consumer products. 

On the whole the general outlook for business dur- 
ing the first few months of 1954 is one of spottiness. 
However, effects will vary from industry to industry 
both as to the intensity and speed of anticipated 
changes. 

More specific comment on the position and outlook 
for a considerable number of important industries 
will be found in the following, of which this is the 
first installment, the final installment appearing in 
the January 23 issue. 


PUBLIC UTILITY—Continuing the steady pace of 
expansion initiated at the end of the war, the elec- 
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about 10%, or from 82.2 million KW to 90.8 KW. § 
Production increased by about 11%, or from 
399.2 to 442 k.w.h. Projections for 1954 call for | 
production of approximately 469 k.w.h. This 
would call for explanation in view of the antici- {4 
pated decline in industrial production for next f 
year, variously estimated at from 5% to 10%. f 
However, some offset is found in the certain 
increase in demand from the Atomic Energy {| 
Commission which will boost requirements by 
about 11 billion k.w.h. The balance of the antici- 
pated increase is accounted for by expectations 
of a rise in demand from new consumers. locat- 
ing new residences and from continued expan- 
sion in rural areas. Also air conditioning is 
proving an important factor in stimulating sales 
of electric power. 

Gross revenues for the electric power industry 
in 1953 are estimated at $6.2 billion against $5.6 
billion in 1952. It is estimated that there will be 
a further increase of 4% in gross revenues in 
1954. Net income probably reached $1.05 billion 
in 19538, compared with $921 million the year 
previous. A 2% increase in net income is envis- 
aged for 1954. 

Construction has proceded according to expec- 
tations with about $3 billion in new facilities 
in 1953 as against $2.6 billion in 1952. No down- 
ward change in the rate of expansion is seen for 
1954, plans for completing existing projects ap- 
parently being firm, as well as for new con- 
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struction to start this year. 

While by no means unrestricted in scope, rate 
increases have been in greater volume, the needs for 
new private construction of electric power facilities 
being an important factor in the willingness of State 
Commissions to adopt a more liberal attitude. This 
is an important element in electric power net income 
prospects as the ratio of operating costs to gross 
revenues is still climbing though now to a barely 
perceptible degree. In 1953, for example, the ratio 
was 50% which is expected to move up to 50.5% 
in 1954. 

New facilities are being financed by private com- 
panies without undue difficulty, practically all im- 
portant issues finding a ready market. The steady 
growth in net income has facilitated higher dividend 
payments of which there have been a considerable 
number in the past year. Dilution of earnings 
through new stock issues, however, may tend to 
hold down the rate of future increases in dividend 
rates. On the other hand, the present high rate of 
payments is easily supportable making this the most 
secure division of the securities market insofar as 
common stock dividends are concerned. 

The natural gas industry has also made consider- 
able progress and total revenues are now about 40% 
of the combined utility industry as against 30% a 
few years back. Approximately 94°: of total gas 
sales are now produced through natural gas, manu- 
factured gas having become a minor factor. The 
major uncertainty is found in the future of pending 
cases for rate relief. Approximately 180 million of 
gross revenues is involved in the litigation so that 
it can be seen this will be an important element in 
future earnings. Natural gas companies are still 
spending large amounts for new facilities, with 
about $1.2 billion for new construction in 1953. 
Approximately the same amount is expected in new 
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spending for 1954. Net income was moderately under 
$400 million for the natural gas industry in 1953 
and is expected to rise to $450 million in 1954 but 
this increase will depend on how speedily rate in- 
creases are granted. 

As a whole, it may be said that the prospects for 
the public utility industry are exceptional. in view 
of the outlook for generally irregular business con- 
ditions in 1954. Accordingly, their securities are 
attaining a firm investment standing which is likely 
to influence the attitude of investors in the coming 
year. 


RAILROADS — Neither freight revenues, nor reve- 
nue ton-miles, nor total railroad net income is ex- 
pected to be as high in 1954 as it was in 1953. 

Railroad operating figures have paralleled the 
curve of general industrial activity since the 1952 
steel strike. Throughout the first half of 1953, total 
carloadings and total freight revenues were running 
well ahead of the comparable period in 1952. Since 
then, both have been running somewhat behind — 
recently, as much as 6% to 8%. Freight volume in 
the fourth quarter has been sliding, and major 
freight carriers have been forced to reduce operat- 
ing and non-operating personnel. In the months 
from January to August, income of Class I lines 
equaled $570 million, as compared with $435 million 
in the same period of 1952. But since August the 
figures have been showing widening negative com- 
parisons. Rail earnings for 1953 as a whole have 
evidently set a record of about $920 million, but the 
annual rate of income at year-end is substantially 
below that figure. 

Underlying difficulties for the roads in late 1953 
and early 1954 are: the subsidence of military ship- 
ments, bread and butter for the roads because they 
are typically long-haul and are largely immune to 
invasion by motor-carriers; a low level of export 
shipments of agricultural products (also normally 
long-haul) ; the high volume of agricultural output 
moving into CCC warehousing; inventory liquida- 
tion by distributors and retailers, cutting down the 
movement of high-rate finished and semi-finished 
goods in distribution channels; and the drop in steel 
production, with a commensurate drop in coal move- 
ment, and a prospective reduction in ore movements. 

If inventory liquidation continues in the first half 
of 1954, as seems likely, rail operating results are 
likely to fall well behind the average monthly rate 
of about 53.5 billion ton-miles set in the first half 
of 1953. But despite this outlook for lower volume, 
and even including the likelihood that costs will be 
somewhat higher, there are a number of favorable 
aspects to the rails’ financial picture. Physical equip- 
ment programs have been far advanced in the past 
few years, with expenditures totalling almost $5 
billion since Korea (much of it on accelerated amor- 
tization). The expenditure rate in 1954 is likely to 
be off—perhaps to less than $1 billion. (At the end 
of the year, unfilled orders for cars and engines are 
roughly one-half their level at the end of 1952, and 
new business to car-manufacturers is reported to be 
very slow coming in.) Class I roads now own about 
20,000 more cars than they had at the beginning of 
1952, and average car condition is much better. The 
recently innovated “piggy-back” haul of trailer loads 
on flat cars promises to reduce some long-haul com- 
petition from motor-carriers. Lower earnings for 
most roads seem almost inevitable in 1954, particu- 
larly since few roads have any important excess 
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profits cushion, but the indicated drop in net is of 
comparatively moderate proportions. 


STEEL — By mid-1953 the steel industry had evi- 
dently exhausted the momentum it picked up when 
steel inventories were demolished in the 1952 strike. 
As the year ends, inventory policy on steel has 
reversed, and liquidation is in progress. The price 
rise of mid-1953 has stuck, and there is little like- 
lihood of a general break in steel base prices, but 
marginal mills are no longer able to command pre- 
miums, and freight absorption has spread rapidly 
through the industry. 

Steel begins 1954 with an annual ingot capacity 
of about 120 million tons, and with the admission 
that total ingot consumption during the year is likely 
to fall considerably short of this figure. Something 
like 10% of this capacity is assumed to be high- 
cost and non-economic under today’s conditions, so 
that an operating rate of 90% of capacity would not 
mean a proportionate decline in profits. But a rate 
that high in the first half of 1954 is not considered 
likely. Demand for a wide range of steel products— 
the sheet, strip and rod consumed by the auto and 
appliance industries, merchant wire and galvanized 
products used by the farmer, light plate for trucks 
and farm machinery—are all in easy supply now, 
and are expected to stay that way in early 1954. 
Heavy plate, structural shapes and reinforcing bars 
should continue in strong demand. Alloy products 
have eased as slowed procurement in defense and 
cancellations of defense orders have backed up 
inventories in the hands of military contractors. 

Steel’s profits in the first half of 1953 were highly 
satisfactory, and in the second half the decline in 
volume has been offset by the mid-year rise in prices. 
The industry has been deep in the excess profits 
bracket, with typical effective rates between 65% 
and 70%. EPT expiration will certainly bolster after- 
tax earnings. But even so, net incomes in the first 
half of 1954 are not likely to equal the comparable 
period of 1953 if the production rate averages—as 
it is likely to do—in the neighborhood of 80%, com- 
pared with over 100% in early 1953. 

The industry’s financial position is nevertheless 
quite strong. Accelerated amortization on recently 
acquired facilities is now running at a $300 million 
per year clip, and total depreciation allowances will 
provide, in 1954, virtually the entire planned $1 
billion of capital outlays. The outlays themselves are 
directed almost entirely at modernization of ingot 
and finishing facilities (ingot capacity will change 
little in 1954) and the cost advantages should benefit 
operating results materially. 


AUTOS — Despite a booming demand for automo- 
biles that has yielded about 5.7 million domestic 
new-car registrations, 1953 auto production was 
apparently excessive. It has taken a substantial 
downward shift in dealer margins to clear even the 
bulk of the output, and the year is closing with a 
considerable dealer over-supply of both new and 
used cars. 

It is unlikely that first-half 1954 production of 
passenger cars will reach the 3.2 million output of 
the first half of 1953, and it is even more unlikely 
that last-half production will approach the 2.9 mil- 
lion of the last half of 1953. No estimates of 1954 
output—by analysts in or out of the industry—have 
put the figure as high as 1953 output, and several 
have been down as much as 20%. 

Particularly suggestive (Please turn to page 462) 
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Trend Towards... . 


Mergers in Diversified Fields 


By FRANK L. WALTERS 


i” rapid expansion of American industry, 
especially in the past two years, has been featured 
by the combining of companies, quite often in sepa- 
rate fields, in order to provide a) pooling of resources 
in a search for wider markets, otherwise difficult 
to obtain and b) increased facilities for the manu- 
facture and distribution of a large number of prod- 
ucts which, in turn, can offer -better protection 
against competition. It is not difficult to see that 
such combinations, or mergers, are stimulated by 
the growing belief among many business executives 
that in a period of economic transition such as has 
been developing, greater insurance against potential 
difficulties may be secured through such a pooling 
of resources than by “going it alone.” 

In any case, a trend of such magnitude is of major 
importance to management and investor alike. Both 
businessmen and investors want to know why it is 
happening—is the mere fact such a condition exists 
good or bad? The intelligent businessman wants to 
know if he should seriously investigate the merger 
as a possible means of strengthening his own busi- 
ness. The investor wants to know how this trend 
affects his investment; how it affects his study 
of potential investments. 

These are only a few of the questions. And there 
are almost as many answers as there have been 
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mergers — possi- 
bly more. But one 
thing is certain 
and stands out 
above all the 
other factors in 
this situation : the 
rash of mergers 
imposes a special 
and possibly on- 
erous burden on 
the investor. 
Radical changes 
have been made 
in the capital structure after completion of the 
merger and the investor often cannot be sure that 
his position has actually improved. 

Large companies may have welded unto them- 
selves an appendage of uncertain strength or weak- 
ness. Medium sized corporations may have joined 
forces to become distinctly different units than 
either ever were before. Small firms may have van- 
ished from the scene, to impart who knows what 
influence for good or bad on the larger of the two 
merged companies. 

Thus it is apparent the question of mergers de- 
serves serious study. And a question of such import 
deserves more than a surface glance: every element 
involved should be weighed and taken into con- 
sideration. 

Thorough investigation of the question discloses 
a fundamentally emotional attitude at the base of 
the wave of mergers. As with most activities in or 
out of the business world, there is no simple black- 
and-white explanation; instead there is a blend of 
dominant forces. Put bluntly and briefly, the basis 
for the rise in the number of mergers is found in 
two entirely opposite conditions: one, prosperity 
and the other, depression. Both are mighty forces 
in generating consolidations. 

Curiously enough, the emotional response to both 
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these factors is present in both sides of any merger 
negotiation. 

The situation in many mergers is typical, and 
demonstrates how the emotional factors of either 
prosperity or depression bring about a merger. 

Company A, for instance, has enjoyed many years 
of constantly increasing volume and profits. During 
the years of prosperity, the firm has built up a 
healthy financial backlog. The management, although 
gratified by the financially robust condition of the 
firm, finally have a chance to settle back and study 
methods by which the firm may continue to grow. 
The managerial mood is a combination of optimism 
based on the steady growth of the firm: a “let’s 
make this continue to forge ahead rather than hit 
a peak” mood. Building new plants and manufac- 
turing facilities is one method of increasing the 
scope of the firm. A simpler way presents itself 
almost immediately: instead of building new fac- 
tories and establishing new sales teams and whole- 
saling organizations, why not buy an already estab- 
lished firm? 

Thus starts another merger. And, as 


alternate firm management, which recognizes the 
prosperity valuation on the firm is not permanent 
and which fears the competitive struggle in a period 
of business slowness—these conditions exist in al- 
most every merger. 

And it follows that this blend of emotional atti- 
tudes producing business mergers could take place 
mainly in a period of business prosperity. Past 
experience proves it correct. The first heavy wave 
of business mergers occurred in this country at the 
turn of the century—the formation of the mammoth 
United States Steel Company (which was a merger 
of several huge steel firms) in 1901 is the prime 
example. The second spate of mergers took place in 
the hectic twenties. Followed now by our present 
flood of business coalitions. 

And another important factor seems obvious in 
the merger trend: the prosperous business level 
which produces it must be of some duration. The 
reason is logical. In the first year or two of pros- 
perity after a period of economic aridity, firms are 
busy remodeling facilities (Please turn to page 460) 





























is readily apparent, the generating im- 
pulse behind this move is created by ; " ~ 
prosperity—which has put the company (1) Mergers Completed 1952-1953 
in a position to expand, and a desire of iit a —we 
rice at Subse- | 
the management of the company to keep Time of ne a 
the firm in a prosperous condition. But Companies Merger High Price 
at the a time there “a . we A of American Machine & Fdry.-Leland Electric 192 24% 23 
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ing the firm against the onslaught of Beatrice Foods-Creameries of America, Inc. 38 42% 42% 
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and the officials of Company B are im- 


Companies 











mediately tempted. They realize the 
years of prosperity have created a price 
on the firm which is not permanent and 
will possibly drop to some extent in the 
years ahead. They know that so long as 
prosperous conditions prevail, they will 
be able to maintain a healthy, prosper- 
ous organization. Yet they also know 
that a relatively minor drop in business 
activity will decrease the value of the 
company, and will also push it back to 


Chrysler Corp.-Briggs Mfg.... 


Continental Air Lines-Pioneer Air Lines 


General Shoe-I. Miller 
Harris-Seybold-C. B. Cottrell & Sons 


Hudson Motor-Nash Motor 


Plan involves acquisition of Briggs’ body 
making plants. 


Acquisition involves routes and certain assets. 


Will acquire Miller cemmon stock in ex- 
change for preferred and common. 


..Purchase involves 99-year old builder of 
gravure and letter presses. 








According to press reports, these companies 
have been exploring merger possibilities. 


Seaboard Container. Upon completion of merger, Seaboard will 





its old bitter competitive battle. Better 
to sell at a high profit immediately than 
chance fighting for slim or nonexistent 
profits in the years ahead, figures man- 
agement of Company B. And thus an- 
other merger is consummated. 

This example is over-simplified, of 
course. But investigation of a variety 
of mergers shows that this blend of 
prosperity which put a firm in a posi- 
tion to expand, and fear of being in a 
weakened competitive position in the 
event of a depression which also urges 
company officials to expand, combined 
with the contrasting emotions of the 
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National Phoenix-B/G Foods 
New York Air Brake-Kinney Mfg. 


Wallace & Tiernan-Novadel-Agene 
Philco Corp.-Dexter Co. 
Philip Morris-Benson & Hedges 


United Dye & Chemical-Camden Forge 


operate as an independent National division. 
Will acquire about 40% of B/G stock. 

.Will merge this subsidiary as an operating 
division. 

Merger will leave Wallace & Tiernan as 
surviving company. 


Acquisition of this washing machine maker 
subject to approval of Dexter shareowners. 


._Merger would broaden successor company’s 
line of products. 


Has acquired working control. Offers to 
purchase additional shares. 
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By “VERITAS” 


TRADE AGREEMENT which India has signed ' with 
Soviet Russia for a five-year term is being built up 
by some farm lobbies as a serious loss of the United 
States and a large gain for the Reds. Upon examin- 
ation it is hard to conceive an Indian national policy 





WASHINGTON SEES 


A “new Eisenhower’—in the leadership sense— 
began emerging in the closing month of 1953 and 
public opinion polls testing citizen reaction to 
goings-on in Washington are expected to start 
reversing their downward trend and reflect re- 
vitalized support for the President. 

Criticism, largely from within the Chief Execu- 
tive’s own party, has been taking its toll. Not only 
has Mr. Eisenhower had few words to say in 
explanation, praise, or even defense, of his pro- 
gram, but also he has permitted others to carry 
the ball, even call the signals. Frequently they 
worked at cross purposes because they worked 
as individuals, not as a team. 

President Eisenhower emerged from his self- 
imposed retreat when he told Senator McCarthy, 
in effect: This far, and no farther. While there was 
not as much vigor in Ike’s reply to McCarthy as 
many had hoped for, it was enough to cause the 
Wisconsin senator to pour forth protestations that 
he is still an Ike man—he couldn’t find enough 
superlatives to describe the success of the Admin- 
istration to date. 

The December meetings at the White House at 
which lke talked face-to-face to the important 
GOP congressional leaders, saw the President 
the dominant, determined personality. He didn’t 
make enemies; conceded the right of the congress- 
men to legislate, even amend his program as to 
details, but warned he'll fight attempts to by-pass 
fundamental policy. There will be no “must” bills, 
he promised; he recognizes separation of the 
three co-equal parts of government. But the law- 
makers were told he'll fulfill every constitutional 
mandate to Presidential leadership. 
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of friendship being altered by a switch in trading 
practices under which that country bought $600 
million from the United States, but sold only $272 
millions worth of its production here. The Indian 
import from this country was one-third of its total 
receipts from abroad. In return, that country found 
sales for only one-fifth of its exports here. Except 
for small quantities of mica, already sufficiently 
stockpiled in the United States, no strategic mate- 
rials were involved. 


WHITE HOUSE advisers who at first shunned the sub- 
ject as a heated-over New Deal technic now are 
giving interested attention to the proposal of public 
works projects of the type that Harold Ickes handled 
in other years. They’re following a military precept 
which, evidently; comes from a source close to such 
matters: “In time of peace prepare for war.” Actu- 
ally, the President sees no depression, or even reces- 
sion, ahead; but he doesn’t want to be caught napping 
if the 1954 good year he forecasts turns out to be 
something altogether different. So the programs 
shelved by Pearl Harbor are back on desk tops, 
being brought up to date, cost estimates revised. 
It’s a stand-by economic cushion at this point ; handy 
to have available... if. 


DISAPPOINTMENT is keen in the housing lobbies. 
They don’t like the program which has been drafted 
by the President’s advisory committee on housing 
policies and programs. Specifically, they don’t like 
the financing methods which would take the govern- 
ment out of some of its present activities and divert 
the business to privately-owned lending agencies at 
what, they apprehend, will be higher interest rates. 
This veering away from government operation is a 
clear-cut instance of return to private enterprise. 
“Government in the house construction field” was 
criticized by the same lobby for ‘‘competing with 
private business.” Truman was condemned for con- 
tinuing it; Eisenhower is blamed for stopping some 
of it. 


CONGRESSIONAL pay increases list with the few 


things generally considered certain to win indorse- 
ment at the current session. 
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Looking back on 1953 and facing this new year, 
the Eisenhower Administration can point to some real 
achievements, encouraging signs, proofs that the GOP 
can't be accused of a "do nothing” record, reasons to expect 
it will continue to move in 1954. At the beginning of 
19535 the country was seriously troubled by economic 
headaches, and how to cure them; political recriminations, 
and how to extract something more valuable than campaign 
slogans from them. But in every home, every place of 
business, the consuming topic of discussion was the war 
in Korea, and will it spread? There was talk of World War 3. 
Talk one might hear if it were an actuality rather than 

a nightmare. 



































Approaching the problems in inverse order, 
1954 finds in the shooting wars, actual and expected, 
just what? President Eisenhower promised to end the 
hostilities in Korea. To use a phrase often repeated, 
casualty lists no longer are the daily fare of newsmen 
covering the Pentagon. True, one swallow dooesn't make a Spring, or one act of progress, 
a peace. But there's more than one: it is regarded a certainty in Washington that 
congress will not enact a Universal Military Training Act. One year ago, UMT with all 
its bellicose implications, its vocational andoperational dislocations, and its 
back-breaking taxes, was regarded as having much better than an even chance of passage. 
Congress has been persuaded that the peace outlook has improved -- in one year -- to the 
point where military courses are no longer optional but are required subjects in 

all curricula. 












































End of shooting in Korea and relegation of UMT doesn't tell the whole story. 
In fact the most brilliant Eisenhower chapter may be in the making: a Big Four Conference 
with Russia sitting at the table, to discuss at least, pooling of knowledge on how 
the billions now being spent to make atomic and hydrogen materials deadly, can be turned 
toward building a better world. Just as some point to the fact that the Administration 
hasn't balanced the budget, cut the debt and taxes, and solved the farm problem in 
one year, the world must be content that no working Big Four can be brought into 
existence overnight. International suspicions and hatreds do not pass away overnight. 
But the prospect of Russia joining even in preliminary talks of world peace would be 
laughed away as hollow campaign promises one year ago. It was a campaign promise, 
and it appears headed to certain fulfillment. 












































While it may appear to the cynical as mere word juggling to say that preventing 
taxes from rising is one way of cutting taxes, that is a statement that must be 
accepted upon objective examination. The expenses of government rise annually; the 
job of those in power in government is to check the rise and to the extent that they do 
so they have eased the tax burden. The 80th Congress cut taxes; they were added on, 
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But President Eisenhower can point to savings of billions of dollars from 
the budget his predecessor had recommended to congress -- billions, that is, beyond the 
catch-all estimates which always go out from the White House with the frank, and 
usually publicly stated, expectations that there will be some pruning. By a rigid 
economy program which hasn't destroyed any essential federal service, the tax burden 
has been lightened in the past year. Pouring money into every welcoming drain brings 
votes. Sometimes the votes are brought to the other political camp. 




















it would be interesting to examine the facts in any Stated claim that any 
new Administration has been able to cut taxes within six months after it took office. 
That's what was expected, by some, of Ike; not one year, but six months -- current taxes 
were levied on the usual fiscal year basis which began July 1, 1955. The President 
and his blade-thin congressional control had six months to work. If it were to be 
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expected that any Administration could do the job in so brief a period, Presidents 
probably would come up for examination of their stewardship more frequently than each 
four years. Terms that long would't be needed to fulfill pledges made to the electorate. 








More than the groundwork has been laid to fulfill the tax pledge. The next 
year will see corporations benefiting from repeal of excess profits tax which ceases 
to exist this month and cannot become law without affirmative action by congress. 

It is much harder to reinstate a tax than to create a new one. For one thing, there 











promoting the lawmakers to put it to death. Individual taxpayers will pay 10 per cent 
less into the federal treasury in the new fiscal year than they did last. There is 
performance more readily seen, and explained. And the budget's architects will find 
government payrolls lightened, waste and overlapping eradicated to the point that 
human willingness can do the job. That means less cost of government operation. 

It means another pledge on the way to fulfillment. 




















A balanced budget in the sense that the government will not spend more than 
it takes in, will not go into debt farther, is out of the question. Skilled wielders 
of the sharpened pencil may suggest any number of methods by which a balanced budget can 
be brought about -=- on paper. The final test is the measure of income to outgo. 
There is every expectation that the rate of upward acceleration of national debt 
can be slowed. That, 18 months after the new Administration took over, is an 


accomplishment, welcome and hopeful. 



































Always with the proviso in mind that the applecart can be up-ended by 
another nation's desire for war, it can be assumed that an Administration that 
conscientiously moves toward a balanced budget will one day reach the goal. Provided, 
that is, that there are savings plus a sensible tax program. Not mere postponement 
of payments, or needed functions, to make a good first-year record. Within the lifetime 
of most persons now in a position to vote on who runs the government, the federal setup 
was financed very nicely on what it now costs to pay the interest on accummulated debt. 
Obviously the return trip to normalcy on which the Administration has embarked 




















Foreign trade and agriculture, always paired in the economics of government, 
are more closely related now than they ever were. The dependence of the farmer on 
foreign outlets has been growing. But it is running into some obstacles at a time when 
a clearer path is called for. Some countries which would like to encourage wider trade 
with the United States farmer are leaning to the belief that their incoming tonnage 
is approaching the breaking point, drifting toward "dumping." Many of the nations 
live largely off the soil of their own lands; their import needs are on the "heavier" 
side and if they must deal in what continues to be an unfavorable money exchange 
situation, they'd like to be more choosy when filling out their order blanks. 
































Yet, getting back to review of whether Ike and his party cohorts are moving 
ahead, or even moving at all -- a question seriously asked from less formal rostrums 

















politicians platforms -- the answer may be Simplified. Stripped of high-sounding 





terms and the esoteric language of tillage and the export-import specialist: Has the 
present Administration done anything affirmatively which has changed, for the worse, 
the status of agriculture or of foreign trade? In both fields the ground rules written 
by the democratic administrations which preceded Ike still rule the play. There will 
will be changes. But they'll look to improvement, make out a good case that they 
attain that goal, before they will be voted into effect by congress. 

















The expression "Eisenhower spoils system" -= patronage grabs, displacing 
of democrats by republicans, making political loyalty one of the tests of capacity for 
federal appointments -- will be heard with increasing tempo, building up to campaign time. 
The White House and its patronage chief, Atty. Gen. Herbert Brownell, would be last to 
deny that the precedent set by other administrations of both (Please turn to page 458) 
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Mtn unprecedented expansion in volume of 
business and profits in the post-war years and a 
steady year-by-year increase in total dividends to 
shareholders, it now appears pertinent to re-examine 
the general outlook for dividends in view of the 
modifications expected in corporate earning power as 
a result of the uncertain business trend next year. 

Dividends in specific groups such as textiles, sugar, 
movies, lumber, liquor, and a number of individual 
companies in miscellaneous industries have already 
been subject to considerable strain in the past sev- 
eral years pursuant to retarded conditions within 
these industries and companies. This, however, has 
become a familiar spectacle so that investors are no 
longer surprised by unfavorable dividend action in 
these groups. They are now concerned rather with 
whether this trend will spread into other groups, 
especially those which in general have heretofore 
had an unquestioned position with respect to their 
capacity to maintain dividends at high levels. Among 
these, for examples, are such important groups as 
steel, automobiles, non-ferrous metals, some drug 
companies and the lesser rails. 

While conditions influencing an entire industry 
normally affect the position of most members in that 
group, dividend security can best be tested on an 
individual basis, according to the circumstances in- 
volving the particular company. A great aid in 
determining the outlook for a given dividend is to 
compare the recent record of the company, not only 
with others in its specific group, but with the best 
average performance of selected members of its gen- 
eral category. Thus the record of an industrial— 
unless it is too highly specialized—can be compared 
with the averaz;e record of a group of representative 
industrials; an individual rail can be compared with 
the group performance of the better rails, and a 
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tors to select 
as a basis of 
comparison? The staff of this publication, of course, 
is accustomed to searching analysis of the many 
different factors relating to company operations in 
order to appraise both dividend prospects and poten- 
tials of market appreciation. For the average inves- 
tor, however, such a complex approach would be 
difficult. Nevertheless, there are certain simple items 
in corporate balance sheets and earnings statements 
which are readily available and which can furnish 
a useful guide to values without necessitating the 
backbreaking technique which the professional ana- 
lyst must employ. 

These are seven in number and, in themselves, 
constitute a fairly adequate test, in the aggregate, 
of the basic strength of the individual dividend. The 
seven individual tests are illustrated in the accom- 
panying tab’e. 

In order to make the basis of comparison as 
understandable as possible, we offer the following 
explanation: 

For each of the three major categories—indus- 
trials, rails and public utilities-we have adopted 
as a basis of comparison the records of five impor- 
tant companies in each grouping. (These are listed 
at the bottom of the table.) We have then taken the 
average performance of these five companies accord- 
ing to each of the seven tests, which we will elabo- 
rate shortly, and we have compared with this aver- 
age the record of six companies in each category. 
We have made an arbitrary selection of six com- 
panies in order to illustrate the results from an 
adequate cross section of the three categories, with- 
out at the same time burdening the reader with too 
complicated and lengthy a statistical exposition. 

The seven tests which we believe furnish a valid 
basis of comparison for individual dividends and 
which we will explain in some detail are as follows: 
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1) Expansion in net sales. This important indi- 
cator, given in the first column of the table, measures 
long-term growth trend. On a combined basis, 
growth in sales for the period 1939-1952 for the 
five companies which furnish the base of the com- 
parisons—General Electric, General Motors, U. S. 
Steel, Standard Oil of New Jersey and Union Car- 
bide & Carbon—averaged 559%. By comparing this 
figure with the sales record of the individual com- 
panies listed in the industrial category, it is possible 
to determine which made the best progress. In the 
rails, the base average is 223% and in the utilities, 
184%. (Please see table.) The investor will find it 
profitable to compare his own company’s record in 
respect to this factor with the base average which we 
have used. This will help him establish the relative 
rate of growth in sales tor his company, and is one 
of the most significant factors for him to watch. 
(With respect to rails and utilities, the term for 
sales is gross revenues and is so recorded in the table.) 

2) Gross profit margin. This is given in the second 
column and indicates the percentage of profits before 
taxes, but including all other cost items. This offers 
an exceptionally good base of comparison as between 
companies in the same industry, but is also useful 
in comparisons between individual company results 
and average resuits for leading companies within 
each of the three major categories. The value of this 
test is that it tends to disclose the basic ability of the 
company to create average profits as compared with 
others in the same general category. For example, 
the average gross margin of proiit for the five base 
companies in the industrial group for 1952 was 
17.9%. Comparing the six industrials listed in this 
column, it can be seen that only one, Pittsburgh Plate 
Glass, compared favorably; the others, in varying 
degree were quite far below this average. This is 
one of the factors to watch but in itself is not con- 
clusive and must be gauged in connection with the 
others. Among the rails, the average gross margin 
of profit was 28.6%. With the exception of St. Paul 
and N. Y. Central, the rails listed compared favor- 
ably with this average. In the utilities, the average 
was 27.2%. Four of the utilities listed were well 
above this average. 

3) Net profit margin. This refers to the margin 
of profit after taxes. Since this is the margin out of 
which dividends come, investors are naturally more 
interested than in the gross margin. We have given 
the net profit margin for both 1952 and 1953 (the 
latter estimated). On the basis of 1953 figures, the 
average net margin for industrials was 8.2% and 
in 1952, 8.1%. Individual companies listed here can 
be compared on the basis of the returns for both 
years. It will be seen that in 1952 none of the six 
industrials equalled the average and in 1953 it was 
exceeded by only one company, Pittsburgh Plate 
Glass. Among the rails, the six carriers listed were 
well below the average. Among the utilities, the 
results for the six companies listed were more favor- 
able. In 1953, for example, the average was exceeded 
by not less than four of the six companies. This was 
approximate to the record in 1952. These are sig- 
nificant figures from the investor’s standpoint as 
they indicate a widening base for dividends for the 
companies whose net profit margin is above average, 
whereas the base is narrower where individual net 
profit margins are below the average. 

4) Average times fixed charges earned. This is an 
important statistical item but is of greater interest 
to holders of rail and public utility stocks than indus- 
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trial stocks, owing to the fact that the first two 
groups are characteristically more heavily repre- 


sented in funded debt. In the case of the rails, fixed | 
charges were earned on an average of 7.1 times by | 


the tive railroad companies which form the base of 


this study. None of the six rails separately listed | 
came close to this average though their performance | 


was relatively satisfactory in comparison with inte- 
rest requirements, except for N. Y. Central which 
had the poorest record in this respect. This is of 
considerable significance with respect to the entire 
group as tending to indicate the margin of safety 
tor dividends, the wider the coverage of interest 
payments, the larger the residue left for the common 
stock. Among the utilities, fixed charges were earned, 


on an average, 4.9 times. Half of the six utilities listed | 
approximated this result and the others were mod- | 


erately below. On the whole, the record for the six 
utility companies was good on the score of fixed 
charge coverage, with its naturally favorable impli- 
cation insofar as the capacity to maintain is con- 
cerned. The basic industrials show an abnormally 
wide coverage for fixed charges, averaging 44.3 
times. This figure shows how relatively free from 
funded debt are the major industrials, that is in 
relation to total capitalization and normal profits. 
Comparisons among this group show that while 
none of the six companies came close to the above- 
mentioned figure, nevertheless, with only one excep- 
tion, they earned fixed charges by very wide mar- 
gins. General Tire & Rubber was the exception, in- 


dicating that its debt structure is somewhat higher | 
in proportion to capitalization than the others. This | 


is not necessarily an unfavorable factor so far as 
this common stock is concerned, in this particular 
case, is aided by unusually high leverage. Of the 
seven tests, the factor ‘“‘times earned of fixed 
charges” is probably the least important, except, of 
course, to bondholders. 

5) Liquidity. This represents the percentage of 
cash and equivalent (government bonds, short-term 
notes and the like) to current assets. This is a highly 
important factor as it is directly related to the im- 


mediate financial capacity of the company to pay | 
dividends. This factor is of less importance among | 
the utilities which do their business practically on | 
a cash basis so that they do not require unusually | 


large cash reserves. Among the industrials, how- 
ever, it is a highly essential element with respect 
to dividend maintenance. In this group, the average 
was 32% in 1952. Comparing the six industrials 
listed with this average, we find that only Pittsburgh 
Plate Glass and Republic Steel came close, three of 
the others rather sharply off from the average and 
one, Caterpillar Tractor, with practically no liquid- 
ity, as based on last year’s figures (1953 balance 
sheet figures not yet being available). Among the 
rails, the average was 9% for liquidity, and, with 
the exception of St. Paul and N. Y. Central, the 
others compared favorably. Among the utilities, the 
average liquidity was 47%, and only two, Detroit 
Edison and Southern California Edison, were off 
materially from this figure. 

6) Times dividend earned. This is the figure which 
is truly vital in estimating a company’s capacity 
for dividend maintenance; but is the one which is 
apt to be the most misleading. Each of the three 
major categories—industrials, railroads and public 
utilities—must be appraised differently. Among in- 


dustrials, the average dividend payout is about 50% | 


of earnings which (Please turn to page 454) 
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Seven Important Elements in Appraisal of Stocks 



















































































1 2 3 4 5 6 7 
Avg. Gross Avg. Times Avg. 
Avg. Expansion Profit Average Net Earned Avg. % Avg. Times Common Est. 1953 
Net Sales Margin Profit Margin Fixed Chgs. Liquidity(a) Dividend Earned _Price-Times 
1939-1952 1952 1952 Est. 1953 1952 1952 1952 Est. 1953 Earnings 
INDUSTRIALS* .... + 559% 17.9% 8.1% 8.2% 44.3 32% 1.6 1.7 13.6 
Gross Times 
Expansion Profit Net Earned % Times Common Est. 1953 
Net Sales Margin ———Profit Margin Fixed Chgs. _ Liquidity Dividend Earned _—Price-Times 
1939—Est. 1952 1952 1952 Est. 1953 1952 1952 1952 Est. 1953 Earnings 
Allie-Chalmers ............:..sccc.ccse000 . + 604% 12.8% 4.7% 3.8% 10.9 16% 2.0 1.5 7.0 
Caterpillar Tractor + 722 14.0 4.6 49 14.4 1 1.8 2.1 9.2 
General Tire & Rubber + 607 6.6 3.3 3.6 5.2 11 2.4 2.8 5.0 
Minneapolis Honeywell Reg. -++ 1007 12.4 5.4 4.8 9.8 10 1.3 1.5 19.0 
Pittsburgh Plate Glass + 384 19.1 7.8 8.8 20.8 41 2.0 1.9 12.0 
Republic Steel + 300 9.4 48 4.8 10.8 29 1.8 2.2 5.2 
Avg. Expansion Avg. Gross Avg. Times Avg. 
Operating Profit Average Net Earned Avg. % Avg. Times Common Est. 1953 
Revenues Margin —Profit Margin———_ Fixed Chgs. _ Liquidity Dividend Earned Price-Times 
1939-1952 1952 1952 Est. 1953 1952 1952 1952 Est. 1953 — Earnings 
RAILROADS** + 223% 28.6% 10.4% 11.3% 7.1 59% 3.8 3.9 4.6 
Expansion Gross Times 
Operating Profit Net Earned oy Times Common Est. 1953 
Revenues Margin —Profit Margin Fixed Chgs. _ Liquidity Dividend Earned _—~Price-Vimes 
1939-1952 1952 1952 Est. 1953 1952 1952 1952 Est. 1953 — Earnings 
Chesapeake & Ohio + 200% 28.8% 12.6% 15.2% 3.5 54% 1.8 2.0 Ss 
Chicago, Milwaukee, St. Paul + 154 2.7 3.9 12.1 4.4 42 1.3 3.0 3.6 
Gulf, Mobile & Ohio + 131 29.9 8.2 9.2 5.0 69 3.3 3.6 3.8 
New York Central + 137 15.4 3.1 48 1.5 33 7.6 5.7 4.7 
N. Y., Chicago & St. Louis + 277 32.5 11.5 11.1 47 53 4.4 4.2 4.1 
Southern Pacific System + 222 25.7 8.8 8.5 4.0 66 2.4 2.4 5.1 
Avg. Expansion Avg. Gross Avg. Times Avg. 
Operating Profit Average Net Earned Avg. % Avg. Times Common _ Est. 1953 
Revenues Margin ——Profit Margin Fixed Chgs. _ Liquidity Dividend Earned Price-Times 
1939-1952 1952 1952 Est. 1953 1952 1952 1952 Est. 1953 Earnings 
PUBLIC UTILITIES*** + 184% 27.2% 12.6% 12.7% 49 47% 1.3 1.4 13.5 
Expansion Gross Times 
Operating Profit Net Earned % Times Common Est. 1953 
Revenues Margin ——Profit Margin Fixed Chgs. _ Liquidity Dividend Earned Price-Times 
1939-1952 1952 1952 Est. 1953 1952 1952 1952 Est. 1953 Earnings 
Detroit Edison + 193% 21.3% 10.0% 11.1% 3.2 10% 1.2 1.3 14.6 
Houston Lighting & Power + 291 46.7 18.5 19.5 47 70 2.0 2.0 13.3 
Louisville Gas & Electric + 216 37.7 14.7 15.3 4.7 59 1.8 1.9 11.7 
Montana Power . + 104 51.1 23.8 24.4 6.0 35 1.8 1.8 11.0 
Public Service Elec. & Gas + 105 26.4 11.0 11.3 3.5 52 1.2 1.2 13.1 
Southern Calif. Edison -+ 180 40.3 19.0 16.0 3.9 17 1.6 1.2 15.2 





*—Industrial avg., based on Gen. Electric, Gen. Motors, U. S. Steel, §. O. N. J., and Union C. & C. 
**—R.R. avg., based on Atch., Top. & St. Fe., Chic., R. I. & P., Ill. Cent., Southern Ry., and Seaboard A. L. 
***— Utility avg., based on Consol. Ed., Cleve. Elec., Cinn. G. & E., Comm. Ed., and Pac. G. & E. 
(a)—% cash and equivalent to current assets. 
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The Romance of the........ 


New Glass Industry 


By STANLEY DEVLIN 


+. an oldtimer, the glass manufacturing in- 
dustry is showing extraordinary vigor. Many 
products have appeared on the scene as competitors 
since glass first was produced hundreds of years ago, 
but nothing has threatened to displace this basic 
transparent material. Its impregnable position is at- 
tributable partly to its simplicity in manufacture 
and to its low cost. Strangely enough, although 
glass-making is believed to have been understood 
to some extent by the Egyptians 6,000 years ago, 
modern research sttill is bringing forth new types 
of the product and opening new markets. 

The most important new product of the glass in- 
dustry from the standpoint of future potentials is 
glass fibre. It is anticipated that by 1960 sales of this 
product alone will amount to $250 millions annually. A 
few years ago, it was a mere baby in the glass manu- 
facturing industry. From these new slender fila- 
ments are made an amazing variety of new products, 
with future possibilities that are already clearly in- 
dicated. So sturdy is glass fibre that it can take the 
place of steel in washing machines. One manufac- 
turer has already entered the field. Other types of 
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An infant only a few years ago, the fibre 
glass industry is expanding rapidly and 
by the end of this decade is expected to 
hit a sales mark of $250 million annually. 


glass fibre are used to reinforce 
plastics. Also glass fibres are 
used in insulating and acoustic 
use on railroads. The product is 
also used in wrapping pipe and 
for battery separators. Glass re- 
inforced plastics are used in ra- 
dar housings, rocket heads and 
airplane noses. It is used in place 
of moss—in short supply—at the 
bottom of packing cases for 
transport of asparagus. Fibrous 
glass is used by the Navy in 
place of kapok for life preservers. 

One of the commonest of 
chemical products, glass is used 
in various forms in numerous 
industries—chiefly in the form of 
window panes in buildings and 
in factories or molded in bottles to be used as con- 
tainers. Because the product is so plain and ordinary, 
we are prone to overlook its growth potentialities. 
A moment’s consideration will suggest, however, that 
use of glass has expanded tremendously. Most mod- 
ern residences, for example, contain huge “picture 
windows” or even entire walls of glass, while a 
great many factories in recent years have been con- 
structed so as to utilize either plate glass or other 
forms of glass in large quantities. The modern motor 
car also uses from one-third to one-half as much 
glass again as its earlier models of a few years ago. 

Despite the fact that metal containers presented 
a serious challenge a few years ago, it is interesting 
to note that glass manufacturers are fighting back 
and actually are recapturing markets previously 
lost to can manufacturers. As a striking illustration, 
it is interesting to observe that glass is making re- 
markable headway in winning back markets in food 
packaging. For instant coffee, which is growing 
rapidly in popularity, glass has made remarkable 
inroads by displacing tin and paper containers. In 
baby foods also, glass appears to be scoring signi- 
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ficant gains at the expense of tin. Moreover, in other 
food lines glass has held important percentages of 
markets taken over in wartime emergencies when 
tin containers were scarce. 

Before considering examples of recent progress 
in research and reviewing evidence of industrial 
gains, it may be interesting to recall a few historical 
and scientific facts. Although utilization of sand and 
chemicals in production of transparent material was 
known centuries ago, improvements making possible 
cooking giassware, optical instruments, insulating 
materials and other startling inventions have come 
only in comparatively modern times. The first glass 
manufacturing activity of record in this country was 
started in 1608 in Jamestown, Virginia. Little pro- 
gress was achieved, especially in heavy plate as we 
know it today, until about 70 years ago. Great indus- 
trial progress has been achieved in the last half 
century. 

As mentioned earlier, the automobile has provided 
one of the largest markets for glass, largely safety 
window glass and glare reducing tinted windshields 
as well as mirrors. This steadily growing market has 
accounted in no small measure for the progress of 
Libbey-Owens-Ford and Pittsburgh Plate Glass, the 
major factors in this activity. The tremendous 
strides in television provided a vast market for Corn- 
ing Glass Works in supplying the glass blanks for 
TV tubes. These have been made in about a dozen 
styles and sizes in the last five years in great quan- 
tities with current demand converging on tubes of 
20 to 27 inches. Owens-Illinois Glass is another man- 
ufacturer of the glass blanks. 


Growth of New Products 


Newer developments include a wide variety of 
cooking glassware, percolators, photosensitive glass 
capable of being used in standard printing processes 
after exposure to ultraviolet light and acid etching 
by which images may be photoengraved; various 
kinds of fiber glass textiles, insulating material, fil- 
ters and similar items; not to mention new types of 
containers. Corning Glass has introduced a so-called 
cooking lamp, unique in construction, which the man- 
agement hopes will be the heating element in the 
modern electric range of tomorrow. The lamp would 
be installed in an electric range to provide instant 
heat evenly distributed over the heating surface. 
All manner of new types of products for medical 
and chemical laboratories have been introduced in 


recent years, although they contribute a compara- 
tively small total to sales of the average company. 

Improvement in glass consumption in the last year 
may be traced largely to intensification of competi- 
tion. There is little doubt that the translucent ma- 
terial enjoys many advantages over metal or paper- 
board and even plastics in many container uses. 
Despite the handicap of higher cost, the glass con- 
tainer has been making headway because of its 
ability to display contents of the container or because 
its artistic qualities are effective in stimulating 
buyer interest. Recent industry statistics indicated, 
for example, that chemical and household uses of 
glass containers rose about 6 per cent in 1953 over 
1952, while food container production in glass gained 
some 7 per cent. Packaging of baby food in glass is 
estimated to account for about 40 per cent of volume 
in food products. 

Competition has spurred bottling of alcoholic bev- 
erages in fancy decanters. Leading brands of whis- 
key now are bottled in artistic containers costing 
on the average 35 to 40 cents each, adding as much 
as $3 to $5 to the distillers’ cost for each case dis- 
tributed. The fancy glass stoppers often cost as much 
as the bottle itself. Distillers have found, however, 
that the gadget more than pays for itself in creating 
additional sales. 

Leading bottle manufacturers have developed one- 
way beer and soft drink containers offering promise 
of competing with tin cans that captured a sizable 
part of the beer container business and showed indi- 
cations of competing with soft drink bottles last sum- 
mer. Improvements in design and manufacture have 
enabled manufacturers of milk bottles to present keen 
competition with fiber containers in spite of the 
economies in handling offered by the latter. Paper- 
board containers continue to provide a serious chal- 
lenge to the old fashioned milk bottle, but govern- 
ment statistics indicate that about 70 per cent of 
retail milk still is distributed in glass, while 78 per 
cent of all packaged beer sales in 1952 were in glass, 
according to the U. S. Brewers Foundation. 

These observations suggest the interesting tech- 
nological progress achieved in the glass industry in 
keeping abreast of modern living standards. Results 
recorded in financial statements indicate that Corn- 
ing Glass has been among the leaders in research 
and in introduction of successful new products. 
Owens-Illinois Glass, Libbey-Owens-Ford and Pitts- 
burgh Plate Glass have kept pace in perfecting new 
products and in enlarging markets for older items. 






































9 Glass Companies Compared 
——— Ist 9 Months 
1952 1953 
Net Net Net Net 
Per Profit Per Profit Price Range Recent 1953 Div. 
Share Margin Share Margin 1952-1953* Price Div. Yield 
American Optical Co. $ 2.96 3.3% $ 2.171 3.5% 1 397-2854 32 $ 2.00 6.2% 
Anchor Hocking Glass 2.64 4.1 2.51 3112-24 29 1.60 5.5 
Corning Glass Works 3.77 8.1 3.76 8.6 9012-6612 89 2.00 2.2 
Hazel-Atlas Glass 1.36 4.1 1.17 4.1 23-17% 172 1.20 7.0 
Libbey-Owens-Ford Glass Bin Bins, 2.88 8.9 2.62 4234-3334 41 2.10 5.1 
Owens-Corning Fiberglas........................00 1.65 5.1 1.36 49 554-3534 53 .60 1.1 
Owens-Illinois Glass 5.30 a5 5.507 5.22 8534-69 78 4.00 5.1 
Pittsburgh Plate Glass |... ~=— 4,07 7.8 3.39 8.8 5858-4234 54 2.25 4.1 
Thatcher Glass Mfg. Co. ..........0..0.0 occ. 1.45 3.5 2.102 4.12 1534-112 13 1.00 7.6 
*—To December 21, 1953. 136 weeks ended Sept. 11, 1953. 
2—12 months ended Sept. 30, 1953. 
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American Optical and Anchor Hocking Glass have 
pushed forward in their respective fields. 

For the investor interested in a stake in this basic 
industry, it may be helpful to gain a perspective in 
brief thumbnail sketches of major representatives 
of the group. These comments are supported by ac- 
companying statistical tabulations. 

American Optical Company manufactures a wide 
variety of lenses, safety products for use in mills and 
factories, as well as frames, sun glasses and special 
instruments for use in the optical trade. Sales have 
climbed steadily as the need for aids to sight have 
expanded and industrial requirements have broad- 
ened. Rising costs of material and labor in finishing 
prescriptions for reading glasses have spurred re- 
search and development of modern equipment. The 
company has embarked also on research in develop- 
ment of ophthalmic and photographic lenses, especi- 
ally in connection with new phases of television pro- 
jection and three-dimensional color movie projects. 
Tests have been undertaken in production of equip- 
ment designed to inject depth into motion pictures 
without the necessity of using more than one camera 
or projection machine and also without reliance on 
glasses. The company has a good record of earnings, 
averaging about $3 a share annually in recent years. 

Anchor Hocking Glass is a leading producer of 
glass tableware and containers. Aggressive manage- 
ment has kept the company among the leaders in 
cut glass products, tumblers and popular glass con- 
tainers, jars, etc. Establishment of many new homes 
in recent years probably has contributed to increased 
sales volume in household tableware. Keener com- 
petition in glass containers may hold down margins, 
but price increases effected a year ago in tableware 
and early in 1953 in containers contributed to an en- 
couraging improvement in earnings for the year 
just ended. Although a slower rate in formation of 
new families may retard sales gains over the near 
term, the outlook is regarded as relatively promising 
for container sales. With the benefit of tax relief net 
profit seems likely to score a fair sized gain in the 
year ahead even though sales may sag. The $1.60 
dividend rate seems secure. 

Corning Glass Works, one of the large segments of 
the glass business, manufactures a variety of indus- 
trial glassware products and optical glass as well as 
housewares and blanks for TV tubes. The company 
steadily has grown more rapidly than the economy 
as a whole. Progress can be attributed in large meas- 
ure to an aggressive research policy, which has 
paved the way for introduction of new items. The 
management’s strategic position in scientific re- 
search and in industrial “know how” led to pre- 
eminence in development of electronic products when 
television made its dramatic rise after the war. Ac- 
cordingly, Corning has scored its major growth in 
recent years. Profits have registered substantial 
gains and for the year just ended earnings may 
have ranged upward of $4.25 a share on sales of 
about $145 million, against $3.77 a share on a volume 
of about $126.5 million in 1952. Dividend distribu- 
tions have been conservative. 

Hazel-Atlas Glass, ranking as the second largest 
manufacturer of glass containers for the food, bev- 
erage and drug industries, also has strong repre- 
sentation in the field of glass tableware. Other items 
include metal caps and closures. Probably a larger 
portion of the company’s normal volume has been 
vulnerable to competition from products other than 
glass in the case of its major competitors. As an ex- 
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ample, the milk bottle and containers for food prod- 
ucts undoubtedly have felt effects of pressure from 
paperboard and tin containers. Sales have failed to 
register outstanding improvement in recent years, 
indicating that larger volume may have been ac- 
counted for by higher prices. No significant expansion 
in facilities has been noted. Earnings have been de- 
clining gradually in recent years, affording a less 
satisfactory dividend coverage. 

Libbey-Owens-Ford Glass, largest manufacturer 
of safety glass used in automobiles and second larg- 
est factor in plate and window glass, has progressed 
commensurably with major motor car companies, 
notably General Motors, which depends to a large 
extent on Libbey for windshields and windows. 
Motor car glass sales are estimated to account for 
well over half of total business. The company’s stra- 
tegic position is solidified by capable management 
as well as by the high capital requirements involved 
in manufacturing processes. Sales have mounted 
appreciably as postwar automotive demands have 
risen in reflecting increased unit output and more 
elaborate use of glass in newer models. Volume is 
likely to be influenced by automotive production. 
Net profit should be aided in the coming year by 
tax relief. 

Owens-Corning Fiberglass, leading producer of 
continuous glass filament yarns suitable for the 
manufacture of glass wool mats used as insulation 
material for refrigerators, aircraft, motor cars, air 


conditioning equipment and many other outlets, has | 


experienced rapid growth as markets for its prod- 
ucts have expanded. Of the outstanding stock, 
Owens-Illinois Glass owns approximately one-third, 
while another third is owned by Corning Glass 
Works and the remainder is in the hands of the 
public. The company has had the benefit of aggres- 
sive research activities of its sponsors and seems 
well situated to continue its vigorous growth. 
Owens-Illinois Glass is believed to account for 
about half of the glass food containers used in this 
country and probably a comparable proportion of 
products used for packaging drugs and beverages. 
Glass tableware and insulation are other products. 





The company also has an important position in | 


manufacturing TV tube glass blanks. Refiecting its 
widespread industrial operations, sales have grown 
rapidly to well above $300 million annually. Earn- 
ings seem likely to afford ample coverage for the in- 
dicated $4 annual dividend rate. This company’s sub- 
stantial investments in Owens-Corning Fiberglass 
and in Robert Gair Company should bolster income 
and provide a measure of diversification. 


Pittsburgh Plate Glass, largest in sales volume of | 


the companies under review here, generally is classi- 
fied as a representative of the building industry, 
since its glass products consist primarily of plate 
and window types as well as fiber glass used as an 
insulating material. Glass is estimated to account 
for slightly less than half of sales volume, which in 
the year just ended is believed to have approximated 
$450 million. The company ranks second as a 
supplier of safety glass to motor car manufatcurers. 
Other products include paint, chemicals and brushes. 
Sales have expanded sharply since the war in re- 
flecting a high rate of building activity as well as 





the boom in automotive output. Earnings have af- | 


forded ample coverage for the $2 annual dividend 
paid in recent years. 

Thatcher Glass, dependent on containers for 
dairies and for beverage (Please turn to page 454) 
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2 Specially 
SELECTED 
STOCKS 


By OUR STAFF 





wy problem for many investors today is 
how to obtain a satisfactory income from stocks with- 
out at the same time incurring too much of a risk 
in depreciation of capital in a market now sensitive 
to signs of an approaching downturn in business. 
High yields are plentiful if one wishes to ignore the 
possibility that dividends in these cases may be sub- 
ject to downward revision. The investor must decide 
this for himself but in making his decision he need 
not deprive himself of the opportunities which are 
still available for good income without undue risk. 

In order to assist the investor in locating such 
opportunities, we have made a special survey of the 
more stable type of issue and which offer a better- 
than-average return as compared with other mem- 
bers of their respective groups. From this list we 
have selected five that seem unusually attractive 
from this viewpoint. 

Dividends on these issues have been well protected 
due to special conditions, described fully in the accom- 
panying individual analyses. Furthermore, their 
market record indicates that they are less subject 
to large-scale fluctuations than the rank and file of 
common stocks. This does not mean that they are 
immune, of course, but that, due to the nature of 
their business or other special features, they nor- 
mally are fairly steady and pursue more or less inde- 
pendent market careers. 

The average yield on the five stocks is close to six 
percent which should be considered satisfactory in 
view of their relative market stability. Furthermore, 
for investors who wish to make a temporary invest- 
ment, pending opportunities for more substantial 
price appreciation, issues of this type offer a rather 
unusual haven in view of their normally narrow mar- 
kets. Pertinent data on each of these companies is 
attached to the commentaries. 
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BEATRICE FOODS COMPANY 


BUSINESS: An important processor and distributor of milk and cream, butter, 
ice cream, and other dairy products. Revenues from operation of cold 
storage and freezer plants, and from sales of eggs, poultry, specialty meat 
products, margarine, eggs, and specialty foods, contribute substantially 
to earnings. 


OUTLOOK: Beatrice Foods, now entering its 57th year of operations, has 
moved up fast to its present position that ranks it as one of the four largest 
companies in the dairy field. Growth in the last eight years has been espe- 
cially rapid. Net sales have increased from $125 million in 1946, to $235 
million in the fiscal year ended Feb. 28, 1953, and are estimated at $275 
million for the current year ending February, 1954. The latter figure is 
calculated on a pro forma basis to include the acquisition in August, last, 
of Creameries of America, Inc., one of the oldest established companies in 
the country processing and distributing dairy and other food products. 
Factors contributing to Beatrice Foods’ growth include other acquisitions, 
although not as large as Creameries of America, population growth, in some 
sections more rapid than that for the nation as a whole; well planned and 
continuous sales promotion efforts, and extensive research to improve pro- 
cesses, effect economies and improvements in manufacturing and packaging 
techniques for an expanding line of food products. These activities, together 
with accruing benefits from Creameries acquisition, should be reflected in 
increasing earnings. For the current year, net for the common stock should 
run slightly better than $4 a share, compared with $3.67 last year. Operat- 
ing in an essential industry, earnings should hold up well during any general 
business recession. The outlook for assured income and growth possibilities 
is reflected in the stock’s market stability. In each of the last five years, the 
spread between the high and low price, on the average, has never been 
more than seven points while the issue has made a new high in every year 
moving up from a 1949 high of 335¢ to recent high of 4234. 


DIVIDENDS: Has a 19-year record of uninterrupted dividends. Payments 
of 50 cents quarterly in the last two have been supplemented by 25 cents 
year-end extras. 


MARKET ACTION: Recent price of 4214, compares with a 1952-53 price 
range of High—42%4, Low—34%e. At current price the yield in 5.3%. 


COMPARATIVE BALANCE SHEET ITEMS 
February 28 


1943 1953 Change 

ASSETS (000 omitted) 
Cash $ 3,608 $ 10,794 +$ 7,186 
Receivables, Net 4,011 10,588 6,577 
Inventories 5,871 6,724 853 
TOTAL CURRENT ASSETS 13,490 28,106 14,616 
Net Property 12,352 18,843 6,491 
Investments 278 1,014 73% 
Other Assets 621 474 - 147 
TOTAL ASSETS $ 26,741 $ 48,437 +$ 21,696 
LIABILITIES 
Accounts Payable $ 818 $ 3,472 L$ 2,654 
Accruals 098 1,205 1,107 
Tax Reserve 1,766 350 -- 1,416 
TOTAL CURRENT LIABILITIES 2,682 5,027 2,345 
Other Liabilities 059 -- 059 
Preferred Stock 9,132 4,467 — 4,665 
Common Stock 9,546 13,058 + 3,512 
Surplus 5,322 25,885 20,563 
TOTAL LIABILITIES $ 26,741 $ 48,437 +$ 21,696, 
WORKING CAPITAL $ 10,808 $ 23,079 +$ 12,270 
CURRENT RATIO 5.1 5.6 5 
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BENEFICIAL LOAN 


Long Term Debt: ’ 

Shs. $3.25 Cv Pfd: 19,077 - no par 

3,491,409 - $10 par 
Dec. 31 


Shs. Common 
Fiscal Year: 


THOUSANDS OF SHARES 


iad 


* Plus Stk Div.’ ** g months 


BENEFICIAL LOAN CORPORATION 


BUSINESS: Subsidiary companies of Beneficial Loan operate through 
approximately 755 branches located throughout the United States and the 
Canadian Provinces, making small loans, usually not in excess of $300. 
A number of these subsidiaries also engage in financing consumer purchases 
of household furniture, appliances, and other merchandise or services. 


OUTLOOK: Reflecting the increasingly important place that the small loan 
business holds in the modern economy, is the steady growth of this company’s 
volume as measured by both the number of loans made and amount loaned 
over the last 20 years and more. Within the decade ending with 1952, 
loans have almost doubled to a record high of more than 1.5 million 
while dollar volume increased by 295%, or from $119 million in 1943, to 
$471 million in 1953. On the basis of partial figures for the first 9 months 
of the year just closed, new highs will be established for 1953, with con- 
solidated net income indicated at just under $4 a share for the common 
stock, compared with $3.63 for the previous year. Dividend distributions 
on the common stock, from the time of the initial payment in 1929, have 
increased in proportion to earnings growth, the 1953 annual rate having 
been set at $2.40 a share, as compared with $2.10, plus 5% in stock, last 
year, and $2.00 a share in 1951. This quarter of a century of regular divi- 
dend payments has demonstrated stability of income on the common stock 
through a period that encompassed many variations in general business 
conditions, ranging from the deep depression of the early ‘30s to the boom 
times of the postwar years. Mounting investor recognition of this fact finds 
reflection in the market action of the company’s common stock that has held 
within a price range of 6% points all through 1953, and gradually moving 
to a new high of 39%, a continuation of a progressive advance in each of 
the last 23 years. 


DIVIDENDS: Payments are made at quarterly intervals, the 1953 rate being 
60 cents a share. 


MARKET ACTION: Recent price of 38%4, compares with a 1952 price range 
of High—39%, Low—29%4. At current price the yield is 6.1%. 


COMPARATIVE BALANCE SHEET ITEMS 












Dec. 31 Sept. 30 

1943 1953 Change 
ASSETS (000 omitted) 
Cash & U. S. Gov't Securities ............0.0000..... . $ 13,782 $ 25,695 +$ 11,913 
Installment Notes Rec., net .... Siete 51,447 293,024 -+ 241,577 
Other Notes & Acc. Receiv............. 644 239 _ 405 
Investments ...... 915 4,403 ae 3,488 
Real Estate, Net SAR 095 1,485 + 1,390 
Debt Disc. & Other Exp., Chgs.. sinbp Spante — 2,758 4 2,758 
A IES UD nccrcnccsnnccosesystncnrceeesssensesanss 1,018 3,767 4 2,749 
I tooo ck saiSucusibcganegsteavs so eeeeeensbike 958 107 — 851 
IN. 20 css ciscs scaheSavessaikars vscscsvsovcsecocee $ 68,859 $331,478 +$262,619 
LIABILITIES 
Accounts Papeete Sysskp sume ashrcccionapsusxvunsvadehievs $ 2,246 $ 3,977 +$ 1,731 
Accruals ......... ‘ ae 10,978 + 10,978 
Tax Reserve ............. 4,328 12,216 + 7,888 
Other Reserves ....................... - 1,075 750 -- 325 
Dior Vakibistos ...............:....<crseceors.. Ke 3,062 5,784 + 2,722 
Promissory Notes—Can. Dollars Se aoe 20,456 + 20,456 
Notes Payable oo... Ee 1,128 90,000 + 88,872 
I occas sscovucctnvconsievasioviisisovesnsove : 18,238 + 18,238 
ocho scasscecs nates vacesoeoesoraapis 17,323 75,000 + 57,677 
Preferred Stoc 7,234 5,758 — 1,476 
ES ern 14,342 35,099 + 20,757 
I SSecsansssossoress 18,121 53,222 te 101 
IDI Sco scicseresbeccnnsiedncrsciseeieentioye $ 68,859 $331,478 +$262,619 
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CURTISS-WRIGHT “A” 


THOUSANDS OF SHARES 


* 9 wonths 


CURTISS-WRIGHT CORPORATION 


BUSINESS: A leading manufacturer of aircraft engines of various types, 
including reciprocating, turbo-compound piston, turboprop, and_ turbojet 
power plants. Other divisions of the company produce electric propellers, 
electronic flight training equiment for the military and commercial airlines, 
specialized metal products for industrial and commercial use, and plastic 
products for the automotive and other industrial fields. 


OUTLOOK: The Class “A” stock of Curtiss-Wright constitutes the senior 
capital obligation of the company which is also free of funded debt and 
bank loans. The issue, outstanding in the amount of 953,719 shares, is 
entitled to non-cumulative dividends of $2 a share annually, this rate 
having been paid without a break in each of the last 15 years. Since 1949, 
when the company was practically reorganized by induction of new manage- 
ment, its progress in the field of aeronautical equipment, especially the 
design and production of various types of aircraft power plants, has been 
outstanding. From $2.7 million, equal to $2.83 a share for the “A” stock 
in 1949, net income, in the first year of new it, jumped to $7.2 
million or $7.63 a share in 1950, dipped to $7.24 a ‘share | in 1951, and rose 
to $9.49 a share in 1952, with indications that 1953 net will establish a 
new five-year high at approximately $10.80 a share. While government 
business is contributing heavily to order backlog that as of Sept. 30, 1953, 
stood at $900 million, the important development is Curtiss-Wright’s attain- 
ing the lead position as a builder of various types of aircraft engines, 
including the powerful turbo compound plant adopted by both Lockheed 
and Douglas to power the new Super Constellations and the DC-7s. At the 
same time the company is carrying on research and development of ram jet 
engines that are being designed for guided missiles and pilotless aircraft in 
the supersonic speed ranges. 


DIVIDENDS: The Class “A” stock has preference over the common as to 

dividends and is callable at $40 a share. Payments are made quarterly 

at the rate of 50 cents a share. 

MARKET ACTION: Recent price of 25, compares with a 1952-53 price 

range of High—27%, Low—23'%. At current price the yield is 8%. 
COMPARATIVE BALANCE SHEET ITEMS 














December 31 
43 1952 Change 
ASSETS (000 omitted) 
OT SEER Rete oer nae $178,086 $ 13,317 —$164,769 
Marketable Securities .................:cccceen 80, — 80,000 
Receivables, Net ......... 86,354 77,751 — 8,603 
Inventories . ide ckeasas sadivvbayan sacks ane! 39,318 — 174,669 
Expendit. Reimbursed Bs cts 145,343 Bsccns5 — 145, ‘343 
Other Current Assets ee ere ea es 36,4 — 36,428 
TOTAL CURRENT ASSETS neaieicssessss | 130,386 - 812 
Net Property .................. Sicsthdiscy  Susssstphentons i a 36,702 + 15,240 
Investments a. Ea ee — 939 
Other Assets . 597 — 19,718 
TOTAL ASSETS $783, 196 $167,967 —$615,229 
LIABILITIES 
Accounts wayeiie Pic. dain eerie $ 78,787 $ 12,286 —$ 66,501 
Accruals 2 eRe ny ner nies . 109, 10,763 — 98,336 
- MIND ocho eos eco cnusricosevesepusaess: 115,698 15,384 — 100,314 
Den. on Sales Contract oe 369,964 8,914 — 361,050 
TOTAL CURRENT LIABILITIES .... . 673,548 47,347 — 626,201 
Other Liabilities ........................ s OO eae — 6,867 
Reserves ................. ss EE. fevecdeceess — 39,515 
. Class “A” Stock . Ry 1,159 954 — 205 
Somaees Sick. .....:., - 7,432 7,432 a ae 
rplus ...... 54,675 112,234 + 57,559 
TOTAL. LIABILITIES .... $783,196 $167,967 —$615,229 
WORKING CAPITAL . . $ 66,6 83, +$ 16,389 
RPE RPRTUED oo cncsscescsssvcescesoscsscoscsseosvenbnnseees 11 2.7 1.6 
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oe PACIFIC LIGHTING CORP. PLT . KRESS (Ss =) & CO. 
— + { t t Adjusted i f £ 
—————— Natural Gas Distributor Price Range 50 Variety Stores}—— 
+ t + + = - = t 
[——]- —Finded Debt, Sutsid: $143,790.00 lle f i" 
a Parent: None 
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1944 1948 1946 1947 1948 1949 1950 1951 1952 1983 1942 1943 1944 | 1945 | 1946 | 1947 1948 1949 1980 1951 1952 1953 

1.66 | 1.51 | 2.42] 2.43 | 1.98 | 2.43 | 2.94 | 1.68 | 2.49 | aaa] 2.1 2.16 | 2.28 | 2.13 5.44 | 5.39 | 5.46 | 4.27 | 5.12] 4.26 | 3.89 pn, 
1.50 | 1.50 | 1,50] 1.50 | 1.50 ]1.50 | 1.50 | 1.50 | 1.50 [1.€2% [olf 1.60 | 1.60 | 1.60 | 1.60 | 4.20 | — * 4.25 | 3.00 | 3.00] 3.00 | 3.00 | 3.00 [ow 
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PACIFIC LIGHTING CORPORATION 


BUSINESS: A holding company with three public utility subsidiaries owning 
and operating a system supplying natural gas to a population of more than 
six million persons located throughout the major portion of Southern Cali- 
fornia, including Los Angeles and surrounding areas. 


OUTLOOK: Pacific Lighting common ranks as a good-quality income stock, 
having a well protected dividend rate. Payments, inaugurated in 1909, have 
been maintained without a break in every year since, and for 16 years up 
to October, last, when the shares were split 2-for-one, annual dsitributions 
were on a $3 a share basis. Since the split, the quarterly rate has been 
established at 50 cents a share, the equivalent of $4 a share on the old 
stock, a development that adds emphasis to the investment quality of the 
issue and highlights the steady growth of the company’s gas system. During 
the five years to the end of 1952, it has added on an average of 95,000 
new meters to its lines, bringing total meters in operation to more than 1.7 
million, the largest number served by any gas distributing system in the 
nation. To meet the constant!y rising gas demand, capital expenditures in 
the six years to the end of 1952 totaled approximately $232 million, an 
amount about equal to value of plant properties at the close of 1946, with 
another $63.5 million scheduled under construction and expansion programs 
to the end of 1954. Giving effect to the stock split, net earnings of the 
system amounted to $2.51 a share on the common stock in the 12 months 
ended Sept. 30, 1953. This compares with $2.16 a share shown for the 
corresponding period in the previous year. A recent offering of 800,000 
common shares, proceeds to be used to liquidate $13 million in bank loans 
and to finance, in part the 1953-54 building program, is likely to have a 
diluting effect upon earnings temporarily, but this should be offset by the 
more favorable regulatory climate, permitting gas rates to be adjusted in 
keeping with higher costs without the delays experienced in the past, and 
enabling the company to reflect growth of its territory. 


DIVIDENDS: The company has a record of 45 years of uninterrupted 
dividends. 


MARKET ACTION: Recent price of 3334, compares with a 1952-53 price 
range, adjusted to the stock split up, of High—34%, Low—27%. At current 
price the yield is 5.9%. 
















COMPARATIVE BALANCE SHEET ITEMS 
Dec. 31 Sept. 30 
1943 1953 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities .... .$ % 724 $ 8,446 —$ 2,278 
Receivables, Net ................. wicccgetes 5,343 12,430 + 7,087 
Materials & Supplies . Leparvahaseanctees 1,426 6,233 + 4,807 
Gas Stor. & Defer. eee ere 575 1,525 4. 950 
TOTAL CURRENT ASSETS | 18,068 28,634 + 10,566 
Property & a xO ie 477,257 + 266,501 
Investments ...... bast by 210 — 4,204 
Other Assets ... : 386 1,493 893 
TOTAL ASSETS ~ $28 624 $507,594 + $271,970 
LIABILITIES 
TOTAL CURRENT LIABILITIES |...00.0.0000000000... $ 15,423 $ 46,420 +$ 30,997 
Other Liabilities 020...00.0..0.000ccc : 001 1,378 +. 1,377 
Depreciation Reserve 78,787 97,063 + 18,276 
EN soos... .53scosacthy Cochutsnavesend¥ ounce 4,011 21,571 + 17,560 
ky ane 47,425 143,295 + 95.870 
BeUNMMIPTU RNIN 30825. 62:2 5 sce fh okeksi seated tnsenv ¥ 60,000 + 40, 
Preferred Stock, Subsid. 22.287 22,287 
Common Stock .......... 29,938 61,381 + 31,443 
Surplus. ................. . ee 54,199 36,447 
TOTAL LIABILITIES ... . $235,624 $507,594 Tsar’ ney 
WORKING CAPITAL . ~ §$ 7 (d)$ 17,786 —$ 20,4 
SMMNETTMNNN ccc cinssctceccsictssecccinctiatentscs- = WEES arteeaveaes = 2. 
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S. H. KRESS & COMPANY 


BUSINESS: Operates approximately 256 retail stores located in 29 states 
and four similar units in Honolulu and other cities in the Territory of Hawaii. 
All of these outlets deal in merchandise generally classified as the 5-10-25- 
cents store variety, but include items in other categories retailing at higher 
prices. 


OUTLOOK: Since organization of the present company in 1916, the common 
stock—there is no preferred or funded debt—has steadfastly demonstrated 
the characteristics of a high quality, reliable dividend payer. Operating in 
a defensive industry, Kress has built a record of steady earnings and con- 
tinuous dividends, payments on the stock having been made in every year 
since 1918. Sales last year were at a record high of $176 million, a gain 
of 2.2% over 1951 volume, producing net earnings equal to $3.89 a share. 
For 1951 the comparable net earnings, excluding a non-recurring item of 
$675,171, were equal to $3.97 a share, the decrease in 1952 net being 
accounted for by higher operating costs, principally wages. As an offset, 
the company is intensifying efforts to widen profit margins—among the 
highest of any of the variety chains—by improving methods of operation 
and continuing its program of opening new units and expanding and 
modernizing a number of older outlets, especially in the fast growing 
southern and western sections of the country where it does the greater 
portion of its business. In the absence of interim earnings reports it is not 
possible to gauge 1953 per share net. Sales volume for the 11 months to the 
end of November was down 2.2% from that of last year, but this dip 
could be wiped out if December sales equalled December, 1952, volume. 
Because of its debt-free capital structure and strong finances, Kress has main- 
tained a liberal dividend policy, paying out about 75% of net earnings. 
Stability of income and dividends is reflected in the market action of the 
stock, its price range since 1948 being between a 1949 high of 62%, and 
1953 low of 47%. 


DIVIDENDS: The present rate of 75 cents a share quarterly has been main- 
tained in each of the last five years. 


MARKET ACTION: Recent price of 48%, compares with a 1952-53 price 
range of High—57%, Low—47%. At current price the yield is 6.1%. 


COMPARATIVE BALANCE SHEET ITEMS 





December 31 

943 1952 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 25,694 $ 24,714 —$ 980 
Receivables, Net .................... 260 4 + 594 
Inventories a Pialpideteadie 20,341 29,540 + 9,199 
TOTAL CURRENT ASSETS .......... 46,295 55,108 + 8,813 
Net Property ........ fe 44,981 56,629 + 11,648 
Other Assets 2,590 1,167 — 1,423 
TOTAL ASSETS $ 93,866 $112,904 +$ 19,038 
LIABILITIES 
Accounts ticninceael $ 2,439 $ 2,630 4$ 191 
Accruals .... hes Riparian ee 2,044 4 + 3,984 
Tax Reserv — 14,036 11,067 — 2,969 
TOTAL CURRENT LIABILITIES . 18,519 19,725 + 1,206 
Reserves ...... Sehiiaiaipaaincdenibaeesaskatiannsnics 250 ' : 250 
Preferred Stock ... 9,120 : — 9,120 
Common Stock 48,511 48,511 
GI eooisccccatteccnnise 17,466 44,668 + 27,202 
GIR URN NON ocsnesesecssccccnsenesicsusesccccepeasene $ 93,866 $112,904 +$ 19,038 
oo td | | Re $ 27,776 $ 35,383 +$ 7,607 
occa isce cscs scencccccunctaacersinns 23 2.8 a. 3 
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Three Canadian Leaders 


— International Nickel — Imperial Oil [Ltd.] — Canadian Pacific 


By RICHARD COLSTON 


oe the United States, Canada has been 
experiencing a major economic boom since 1939. 
Like the United States, it now faces a period of 
adjustment despite which it hopes to retain the bulk 
of the enormous gains made in that period. 

Naturally, the outlook for Canada is of great 
importance to American investors in view of their 
very large stake in that country. This interest has 
been greatly stimulated, especially in the post-war 
years, through the rapid expansion of the Canadian 
security markets in which the dominant corpora- 
tions have held the center of interest. 

Among these securities, Canadian Pacific, Inter- 
national Nickel and Imperial Oil have long been 
the leaders in public interest owing to their over- 
whelming size and prominence. This is reflected in 
the steady increase in the volume of the shares of 
the three companies held both by private indi- 
viduals and institutions in the United States, as 
well as Canada. Because of the pending adjustment 
in Canadian economic affairs, the position of these 
three great concerns is of more than ordinary 
interest at this time. For that reason, and as an aid 
to present and prospective investors, we have under- 
taken a special survey into the position and outlook 
for the three companies. 
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Imperial Oil, Limited 


Both gross income and net earnings of Imperial 
Oil, it is estimated, established new highs for 1953. 
In the first nine months of the year, gross income 
of approximately $441 million was up by 8.9% from 
the previous year’s nine months’ total of $404.4 
million, with net income rising to $35.3 million. This 
was equal to $1.18 a share, as compared with $31.4 
million, equal to $1.105 a share last year. Estimating 
conservatively, net earnings for full 1953 approxi- 
mated $1.50 a share. 

Figures for 1953 indicate that Imperial has 
reached a point where its growth has slowed in 
comparison with the somewhat spectacular gains 
made in the years immediately following the open- 
ing up of the LeDuc field in 1947. This, in turn, was 
followed by the Redwater discovery in 1948, which 
along with subsequent important discoveries en- 
abled the company to further entrench itself as the 
dominant entity as a producer and refiner in what 
has become one of the Dominion’s major industries. 

Within four years to the close of 1950, net income 
of Imperial, increasing from $20.4 million to $30.4 
million, scored a gain of 50%, advancing another 
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14.9% in 1951 over the previous year, and again 
increasing by 14.2% in 1952 over 1951. Based on 
estimates for the year just closed, the upswing has 
lost some of its momentum, but still continuing the 
trend, the 1953 gain over 1952 earnings is likely 
to amount to approximately 9.7%. The rate of 
growth in the immediate years ahead may show a 
further drop although it is reasonable to anticipate 
steady gains from year to year with long-term eco- 
nomic growth of the Dominion and the benefits 
Imperial should derive from new facilities now in 
operation and those yet to go into operation. 


Oil Reserves Up 


Development of oil reserves has materially 
strengthened Imperial’s position. Prior to the LeDuc 
discovery, Canada’s production could satisfy only 
4% of the nation’s demand for petroleum products, 
the refineries there being dependent upon foreign 
production. Now, despite the fact that demand has 
more than doubled, the Dominion’s potential output 
of 345,000 barrels daily is 69° of the 500,000 bar- 
rels daily need. Sometime during the present year, 
the company should be able to draw upon western 
Canadian fields for a substantial supply of crude 
for its refineries through its one-third owned Inter- 
provincial Pipe Line. Also coming into operation is 
the 700 mile line of the Trans Mountain Pipe Line 
Co., in which it has an interest, and which will 
supply the west coast area. This pipe line was first 
planned to have a capacity of 75,000 barrels daily 
but was increased to 120,000 barrels, and possibly 
will be further increased to carry 150,000 barrels 
daily. 

Since 1946, Imperial’s refinery capacity has been 
more than doubled, increasing from approximately 
100,000 to over 220,000 barrels daily. An important 
addition, completed in late 1952, to the company’s 
Sarnia refinery was the Sarnia products pipe line, 
188 miles of 10 and 12-inch main line, to transport 
fuel oils and gasolines to western and central Ontario 
markets. The company now plans to raise the carry- 
ing capacity of this line through a $1 million con- 
struction project, including two new pumping sta- 
tions and increasing capacity by 40%. Simultane- 
ously, the company plans extensive new mechanical 
shops and a large packaging unit on which work has 
already been started at the Sarnia refinery. These 
new units will complete a $6 million modernization 


and expansion program in addition to new process 
units constructed in the last two years. At its 
Montreal East refinery a $10 million modernization 
and expansion program, now under way will, upon 
completion, raise refinery capacity by 12,000 barrels 
to 58,000 barrels a day, further augmenting total 
output that was raised by 22,500 barrels a day with 
the opening last September of the company’s new 
refinery at Ioco, B. C. 

Growth potentials warrant viewing Imperial Oil’s 
capital stock as a worth-while long-range invest- 
ment. The yield on indicated dividends of 80 cents 
annually is obviously limited in appeal but this is 
not a material factor in judging long-term prospects. 
Since reaching a historical high of 435% in 1951 on 
a sudden burst of speculative enthusiasm, the issue 
has gradually receded marketwise to a 1953 low 
of 27, where it appears to be in a more reasonable 
price range. 


International Nickel Co. of Canada 


A combination of factors held 1953 earnings of 
International Nickel to a level below that of either 
of the two previous years. On the basis of first nine 
months’ figures, net earnings for the common stock 
will be somewhere around $3.50 a share as compared 
with $3.90 for 1952, and $4.17 a share for 1951. 
Actual figures for the nine months to Sept. 30, 1953, 
showed net sales at a record high of $255 million, up 
by 11.85° 0 from $229 million for the nine months in 
the year previous, but net earnings dropped to $2.72 
a share for the common, as compared with $3.03 a 
share for the same nine months in the earlier year. 

Higher costs and expenses throughout each of the 
first three-quarters of 1953 cut into net earnings by 
increasing from $139 million for 1952 to $166.4 
million last year. Taxes, based on income, increased 
from $33.7 million to $34.5 million, and depreciation 
and depletion allowances were raised to $9.1 million 
from $7.8 million. Approximately another one mil- 
lion dollars was added to the retirement system and 
for self-insurance to further reduce nine months’ 
net earnings to $41.2 million from 1952 first nine 
months’ $45.6 million. 

Lower copper prices during a good part of the 
year were undoubtedly another factor accounting 
in part for reduced earnings. Although Nickel is 
generally considered as a nickel producer, sales of 
copper run into substantial volume, its deliveries 


















































Post-War Record — Three Canadian Leaders 
- —— Canadian Pacific Railway — 
- Imperial Oi! ———— — Total 
—_—-——_——- International Nickel — —— Gross Railway 
Net Earnings Div. Operating Earnings Div. Operating Earnings Div. 

Sales Per Per Income Per Per Revenues Per Per 

(Millions) Share Share Price Range — (Millions) Share Share Price Range _— (Millions) Share Share Price Range 
TOA6 ...... $133.1 $1.90 $160  42%-28% $1958 $ 64 $ .50 15%-1112 $2945 $41.54 $ 1.25 2278-1134 
1947 166.3 2.17 2.00 367-257 260.6 76 .50 141-1078 321.2 2.04 1.25 153%8- 912 
1948 197.0 2.55 2.00 34'-247% 344.3 .84 .50 1758-111 355.2 1.70 1.25 19%-10 
1949 . 182.8 2.08 2.00 31%4-255 382.1 .93 .50 2078-1378 363.2 1.93 1.25 1534-103 
1950 228.0 3.21 2.00 36%-25' 430.7 1.12 55 2814-1818 378.5 3.32 1.25 2238-1358 
|.) 286.7 4.18 2.60 4236-3134 503.0 1.20 .65 4358-257 428.9 2.98 1.75 3838-2134 
ee 314.2 3.91 2.60 48%s-40%4 549.3 1.38 75 4158-3158 457.8 2.61 1.50 4034-3138 
1953 254.91 3.502 2.35 4758-3452 440.91 1.557" 80 37 -27'2 353.21 2.302 1.50 34 -215% 

Recent Price: 34 Recent Price: 27 Recent Price: 21 

Dividend: $2.35 Dividend: $ .80 Dividend: $1.50 

Yield: 6.9% Yield: 2.9% Yield: 7.1% 

1_9 months. *—Estimated. 
JANUARY 9, 1954 441 





om 


of refined copper in 1952 amounting to slightly more 
than 234 million pounds, closely approximating those 
of almost 237 million in the previous year. In view 
of volume of copper sales, changes in the world- 
price for the metal have quite an influence on the 
company’s earnings. 

New Iron Ore Project 


Nickel, however, can depend upon its operations 
as a nickel producer to sustain earnings and main- 
tain the standing of the company’s common stock as 
a reliable income producer. Demand for the metal 
is expected to remain strong well into the future. 
An important element is the contract which the com- 
pany has with United States Government agency, 
the Defense Materials Procurement Agency, for 
“quick” delivery of 120 million pounds of metallic 
nickel, beginning in December, 1953, at the rate of 
2 million pounds per month, continuing at that rate 
until completion of the contract in 1958. Carrying 
out of the contract will not require diversion of 
nicke] from that currently being supplied to the 
nickel trade from International’s regular production. 

Another favorable factor is the company’s new 
project involving the production of iron ore of a 
higher quality than any now produced in quantity 
on the North American continent. Containing at 
least 65% iron natural, as compared with 51.5% in 
the ore from the Mesabi range, and having less than 
two per cent silica, this new ore is expected to 
command a premium price for direct use in open 
hearth and electric furnace steel production and will 
relieve Canadian and U. S. steel producers from 
being so largely dependent on imports from other 
countries for ore as high in grade as Nickel will 
produce. 

Strong finances featured the Sept. 30, 1953 bal- 
ance sheet. Among current assets totaling $244.6 
million were cash of approximately $33 million, 
almost $11 million in Government and other market- 
able securities, and $62.5 million in short term secur- 
ities, including Government and prime commercials. 
The ratio of current assets to current liabilities of 
$53.4 million stood at 4.6-to-one. 

International Nickel has maintained an unbroken 
dividend record for the last 20 years. Including a 
year-end extra of 35 cents a share on the common 
stock, total payments for 1953 amounted to $2.35 
a share. The stock currently selling at 34 comparing 
with a 1953 high of 47%, yields 534,% on the basis 
of the regular quarterly dividend of 50 cents a share, 
and 6.9%, with the extra, and is worth retaining 
for income, and for long-term appreciation. 


Canadian Pacific Railway Co. 


Absence of interim statements covering Canadian 
Pacific’s rail operations or any of its other diversi- 
fied interests precludes the possibility of accurately 
measuring, in terms of per share earnings, income 
for all or any part of the year just closed. 

Notwithstanding freight rate increases granted 
the railroad early in 1953 that were expected to 
more than offset wage increases, indications are that 
rail income will fall slightly under that realized in 
the previous year, Some indication of this is evident 
in fact that although gross revenues for the 10 
months to October 30, amounting to $393 million, 
a gain of approximately $13.6 million over the first 
10 months of 1952, net earnings fell to $21.7 million 
as compared to $23.5 million in the earlier year. 
Increased fixed charges for 1953, no doubt, were a 
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factor in reducing net income as a result of the 
creation of $35 million of 4% equipment trust cer- 
tificates in December of 1952, and another issue of 
$25 million of 4% equipment trust certificates in 
April of this year. And these charges may be further 
increased in 1954 if, as it is now understood, a new 
issue of $25 million in similar certificates should 
be issued. 

It is quite probable also that other income other 
than from railway operations, such as steamship, 
hotels and communications, will fall below the 1952 
level. More definite is the substantial falling off in 
income from the company’s holdings of common 
stock of the Consolidated Mining & Smelting Co. of 
Canada, by far the most important non-railroad 
investment, Canadian Pacific owning 51.4% or 8.4 
million shares. Dividends on these holdings in 1953 
totaled $1.35 a share whereas last year payments 
by Consolidated were equivalent to $2.10 a share. 
Giving weight to this actuality and estimating other 
income it appears conservative to calculate Canadian 
Pacific’s 1953 net income around $2 a share, as 
compared to $2.61 a share in the preceding year. 


Large Capital Outlays in Prospect 


The company’s rail facilities continue to lag be- 
hind those of most of the American roads so far 
as modernization of yards and dieselization of motive 
power are concerned. In the postwar years to the 
end of 1952 capital expenditures totaled $345 mil- 
lion, but at that the road’s 1952 railway operating 
ratio was 88.9%, high in comparison with the major- 
ity of Class I roads operating in the United States. 
Appropriations for additions and betterments last 
year amounted to roughly $76 million of which $55.6 
million was ear-marked for the purchase of 73 new 
diesel-electric locomotive units, 3,475 freight cars, 
110 passenger cars, and 312 work units. It is esti- 
mated that capital outlays of close to $400 million 
will be required during the next four years to replace 
wornout facilities and to continue the program of 
improvements and additions deemed necessary to 
develop greater operating efficiency and increase 
earning capacity. 

Considering the conservative debt structure and 
strong working capital position as disclosed by the 
1952 general balance sheet, financing of these capi- 
tal outlays should not prove difficult, although it is 
possible that the method adopted might materially 
increase the already large total of 13.8 million ordi- 
nary shares now outstanding. Such a development 
would have the effect of diluting earnings on a per 
share basis though the fundamental position of the 
company would be strengthened. 

Completion of the modernization and dieselization 
program, together with continued expansion of the 
Dominion’s industries would seem to justify long- 
range expectations of increased earnings. Further- 
more, some speculative flavor is imparted to the or- 
dinary shares by reason of the road’s ownership of 
title to petroleum rights on approximately 60,000 
acres under lease to various oil companies, and about 
11 million acres under reservation for exploration. 

The stock which had a meteoric rise in 1951 from 
213/, to 3834, advanced to 4034, in the Spring of 1952, 
and then settled back through the rest of the year 
and 1953 to a low of 21, its prevailing price. At this 
level, the indicated dividend of $1.50 a share annually 
yields 7.1% and seems reasonably secure. The stock 
lacks investment rating at this time but is a suitable 
holding for semi-speculative purposes. 


THE MAGAZINE OF WALL STREET 














\ 


—— | neat 





1pi- 


ally 
rdi- 
ent 
per 
the 


ion 
the 
ng- 
ler- 
or- 
. of 
000 
out 
on. 
om 
52, 
ear 
his 
lly 
ock 
ble 





hh development of electron tubes, the electron microscope, radio 


relays, radar, and the transistor. And now, within recent months, 


it has proved the practicality of compatible color television, and 

SE introduced the equally startling magnetic tape, capable of record- 
ing television pictures in color and in black-and-white. 

To the average TV viewer color television may appear as a 

new dimension added to the entertainment arts. Much more 

than this, it creates a new power to advertising and multiplies 









































by many times its merchandising possibilities because of its 
ability to greatly increase the public’s enjoyment and apprecia- 
tion of the wealth of news events, entertainment, and education 
available through TV screens. 


Now that the Federal Com- 
munications Commission has ap- 
proved standards for the com- 
mercial broadcasting of compat- 
ible color television, the com- 
pany is in a position to look 
forward to harvesting the fruits 
of its years of research, at a cost 
of more than $30 million, and 
achieve the objective of adding 
the beauty and reality of color 
to television broadcasting. By 
mid-summer or early fall of this 
year color TV sets of this and 
other important manufacturers 
should begin to come off the pro- 
duction lines, but in small quan- 
tities. Prices will be high when 
compared to cost of current 
black-and-white receivers. How- 
ever, this will be just the begin- 
ning, for by the time mass pro- 
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The Future 


R. C. A. 


By HENRY L. BLACKBURN 


I be able to gauge the future of Radio 
Corporation of America would require the ability 
to comprehend the infinite. 

When RCA came into existence 34 years ago, its 
primary objective, with the business and property 
of Marconi Wireless Telegraph Co. of America as 
the nucleus of the new organization, was to send 
and receive messages on an international scale via 
Wireless, the then comparatively new means of 
world-wide communication. Recognizing, however, 
that this was but one facet of the future of elec- 
tronics the new company launched itself into major 
research in the electronics field. 

From the beginning it has pioneered in scientific 
research that has led to the development of major 
advances in world-wide radio telegraphy, in radio 
and television broadcasting and receiving, to the 
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duction of receivers and the 
essential tri-color tubes _ get 
under way, prices will come 


down as they did with black and 
white receivers. RCA, in intro- 
ducing color, is fo'lowing the 
same policy of making its inventions available to the 
industry as it did in radio broadcasting and black- 
and-white television, but at that it is estimated that 
it will take several years for the industry to be 
producing color sets at prices comparable with those 
currently being asked for black-and-white receivers. 
By then conversion to color of studio facilities of 
the various nation-wide networks and independent 
stations should be completed, and with new broad- 
casting stations coming into being, penetrating what 
are now virgin television territories, it should not 
be difficult to visualize the broad market that will 
undoubtedly develop for the new all-electronic color 
television sets. 


The “Magnetic Tape”’ 


Significant potentials are contained in RCA’s 
video tape recorder. This magnetic tape embodies 
new techniques not only for television broadcasting, 
but for the recording of sight and sound applicable 
to the production of motion pictures for theatres, 
for home, industry and education. It represents the 
first major step into an era of “electronic photogra- 
phy” in which motion pictures in color or black- 
and-white can be produced quickly and economically 
without any photographic development or process- 
ing. According to the company’s present estimates, 
the cost of recording a color television program on 
the tape would be only five percent of the cost of 
putting it on color (Please turn to page 456) 
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1954 


By EDWIN A. BARNES 


Thus bond market, following the lead of U. S. 
Government issues, has just completed one of the 
most violent price cycles it ever experienced in a 
single 12 month period. Fortunately, no repetition 
is anticipated this year. Most estimates favor the 
idea that bond prices will climb moderately during 
1954. But changes may be confined to small ad- 
vances by continued Government deficit financing 
and Treasury attempts to extend the average ma- 
turity of outstanding U. S. debt. 

High quality corporate bond issues should follow 
the pattern set by Governments but a reduced vol- 
ume of these offerings could support somewhat better 
price action. Tax-exempt bond financing, on the 
other hand, is expected to continue at last year’s 
record pace which would hold prices at depressed 
levels creating good buys for the discriminating 
investor. 

The extent of this year’s price movement will be 
determined mostly by U.S. debt policy. If the deficit 
is larger than anticipated, the added burden of bor- 
rowing would depress prices while a smaller deficit 
would prop the bonds. 

Last year’s action pointed up the fact that suc- 
cessful investing in bonds, as well as in stocks, 
depends on proper timing of purchases and sales, 
as much as on choice of securities. 

Prices started to sag early in the year, picked 
up momentum around April and hit bottom in June— 
then rebounded during the remainder of 1953. Most 
issues were “buys” at mid-year when the New York 
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Bond Market 


O U t | O O k { O r fluctuations last year has been placed 





age price of all listed domestic bonds 
was 94.79 as compared with 98.25 at 
the start of the year. By the end of 
1953, the average price was back to the 
year ago level so that an individual still 
holding cash for investment in debt se- 
curities would have missed a real op- 
portunity. Emphasizing the importance 
of selection, prices on tax-exempt issues 
at the end of 1953 still had not expe- 
rienced sufficient recovery to erase 
earlier losses. The heavy flow of new 
issues prevented more than token price 
gains despite strong buying support. 







Government Debt Policy 
Much of the blame for the wide price 


on the manner which the Treasury and 
the Federal Reserve handled Govern- 
ment debt policy. But “‘scare psychol- 
ogy” adopted by individual and insti- 
tutional investors who feared a return 
to high interest costs and correspond- 
ing easing of prices on outstanding low 
coupon bonds exaggerated the move- 
ment. Buyers held off on the decline and 
then replaced holdings in force on the 
subsequent recovery. This had the ef- 
fect of pushing changes much farther 
than market factors alone would have 
done. 

The development traces back to 1952, 
even before the present Administration 
took office, when the new officials voiced 
their intention of permitting free inter- 
play of conditions affecting credit. The 
thought of a possible return to 5% and 


over on quality bonds weakened investor confidence. | 


Furthermore, during the first four months of 1953, 
the Federal Reserve made it appear that it, too, 
would follow a “laissez-faire” policy in regard to 
Federal and private credit. 

Under these circumstances, the impression was 
widely accepted that yields would soar and, con- 
sequently bond prices would drop. 

When the market started to act as if this would 
really happen, the Federal Reserve stepped in, 
started buying short-term Treasury bills at an in- 
creasing rate and dropped bank reserve require- 
ments to free $1.2 billion of funds that were pre- 
viously required to be held uninvested. The Treasury 
helped the bond market regain its composure by 
allowing its cash balances to decline and by limiting 
its own short term borrowing. The Treasury’s action 
was calculated to remove it for a while as a com- 
petitor for funds in the money market. 

Banks and other institutions which control the 
bulk of lendable funds were heartened by these 
actions and immediately recommenced investing 
heavily to provide the support needed to raise bond 
prices and ease interest rates. 

The events which took place during this period 
were almost incredible but the record proves them 
true. Yields on prime debt issues reached new post- 
war peaks at mid-year and then dropped faster 
than they had climbed. Long term U. S. Treasury 
214’s fell in price from 96 to below 90 at the end of 
May. The new 30-year 314 per cent Treasury issue, 
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Stock Exchange reported that the aver- | 
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brought out in mid-April, was heavily oversub- 
scribed at par but dropped to 99 where it remained 
for months. The issue was even traded as low as 
9814 at one time. Short term 91-day Treasury bills 
moved up from 2 per cent yield to 2.42 per cent at 
mid-year. 

Bond Market Rally 


Following resumption of investor confidence, the 
price improvement was rapid. By mid-July, the 
Government 214’s were back to about 93 and the 
new 314’s were trading above par. Bills moved back 
to a 2 per cent yield. Prices held at these levels for 
several months and then, aided by a strong market 
for corporate issues started to rise again. At the end 
of 19538, prices on Government bonds were at least as 
high as at the start of the year and some were above 
levels of a year ago. 

Treasury and Reserve fiscal volicies from now on 
are difficult to predict with any degree of accuracy 
because a combination of political and economic 
conditions will determine actions. But both hence- 
forth are expected to follow more orthodox methods 
in order to avoid placing extraordinary strains on 
money markets again. 

The manner in which several large new corporate 
and tax exempt issues were readily absorbed in the 
past few weeks indicates sufficient demand to give 
the Government ample opportunity in 1954 to carry 
out its financings through the sales of appropriate 
long and short term securities. Having had a lesson 
last year, it is expected that transactions by the 
Government will be handled in such a manner that 
the influence on investment markets will be much 
less noticeable from now on. 

However, since concessions are usually granted 
to help move large issues into buyers’ hands quickly, 
these offerings should provide alert investors with 
opportunities to acquire highest quality securities 
at favorable prices. 

An appraisal of the corporate bond market indi- 
cates that yields may drop somewhat faster and 
prices rise faster than those on Government issues. 
On the supply side it would not be surprising to find 
at the end of 1954 that fewer new bonds were 
brought to market while 
funds available for invest- 


for new funds that may ease moderately this year. 
Consumer credit has levelled off and sales finance 
companies which borrowed well over $1 billion 
through public offerings last year may need no more 
than nominal sums now. Plant and equipment ex- 
penditures reached a record $28 billion in 1953. They 
are off to a fast start in 1954 but may slow before 
long. Meanwhile, internally generated money result- 
ing from higher depreciation charges and retained 
earnings should reduce needs further. 

The end of advancing commodity prices should 
eliminate demand for several billions of dollars of 
additional funds annually which existed in the past 
few years. During the period, corporations had to 
raise money to support annual gains of that size in 
the value of inventories and receivables. With prices 
holding firm and unit volume of inventories no 
longer rising, the companies could even find them- 
selves with extra cash from scaling down inventories 
and reducing outstanding receivables. 

Corporate debt offerings, therefore, which added 
up to more than $7 billion last year could be off by 
as much as $1 billion this year. 

Then again, competition for money from other 
sources may also lag this year. An anticipated decline 
in residential construction, for example, would re- 
duce demand for mortgage funds. The same insti- 
tutions which supply mortgage money also buy 
long term bonds. If construction were to fall back, 
lenders would be faced with a double problem of 
investment. Not only would there be a smaller 
demand on new mortgages but amortization of out- 
standing mortgages would be creating a steady flow 
of funds back to the lender. 

Tax exempt issue volume which rose sharply last 
year is expected to continue high. However, no sig- 
nificant increase is anticipated. A huge backlog of 
nnblic works projects that remained at the end of 
World War II is still largely unfilled. Spending for 
stace and municipal improvements is scheduled to 
remain at a high rate and in the event of recession 
would probably be speeded with the aid of Federal 
prodding. 

It is hard to conceive of any sharp rise in the 
volume of tax exempt (Please turn to page 454) 








ment continue to accumulate 
































« ~ ; ye ; K 
at Jeast as rapidly as in 1953. Bonds for Investment 
Insurance companies are . ae mo oe. 

adding about $5 billion yearly, 1952 

mutual savings banks are ac- Yield Interest 

cumulating about $2 billion of Call Recent Price to Times 

additional funds each vear Price Market Range 1953 Maturity Earned 

dv , eee eee - 

fire and casualty companies cities 

increase their investments 

about $1.3 billion and pension American Tel & Tel. deb. 234-75 104 92% 94\- 87% 3.25% 4.92 

funds (excluding those man- Atchison, Top. & S. F. Ry. gen. 4-95 NC 114% —- 1204-106 3.35 12.92 

aged by life insurance firms) Chicago, Burl. & Q. Ist & ref. 31-85 105 923 97'2- 90 3.52 5.85 

_— Me . . Consolidated Edison Ist & ref. F. 3-81 . 104.66 9634 9912- 892 3.18 3.65 

are growing at the rate of Consumers Power Ist 278-75 105% 94\2 9634- 8912 3.22 4.89 

about $1.2 billion yearly. Add New York Telephone ref. D. 234-82 104.94 917% 94 - 86% 3.21 6.74 

personal and eleeomosynary Public Service El. & Gas deb. 3%-72 . 103.60 10158 103%- 97 3.30 3.64 

institution investment funds Union Pacific R.R. deb. 272-76... . 109 94 9658- 89% 3.23 14.28 

to this 914 billion and a size- eliaaas 

able chunk of money has been — 

created in search of profitable Beneficial Loan Corp. deb. 414-73 . 104% 104 10434-104 4.02% 3.30 

employment. Mathieson Chemical deb. A. 412-87 107% 106%  107%-103 4.10 8.22 
Northern Pacific Ry. gen. 3-2047 . NC 7134 75%2- 64 4.23 2.57 

Corporate Financing Outlook Pennsylvania R.R. gen. D. 414-81 NC 99% 9912- 927% 4.31 1.71 
Southern Pacific 50 Year 412-81. . 105 103% 103%- 95 4.35 4.01 

Balanced against this de- Tennessee Gas Transmission deb. 5-73 104.90 10312 1047-101 % 4.68 2.88 
mand is a corporate appetite 
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Action and Reaction 


This is not a bull market. On the 
pattern indicated by the daily in- 
dustrial and rail averages for 
about a year, it is a bear market 
in technical definition; or, at best, 
a trading-swing market for prac- 
tical purposes. Without debating 
any of the fundamentals, which 
is not the function of this depart- 
ment, the fact that there has been 
a substantial upswing since mid- 
September, particularly in many 
prominent industrials, is prob- 
ably enough in itself to tilt the 
technical balance in favor of a 
downswing of some proportions. 
Such a swing may have begun 
from the pre-Christmas highs, 
although the evidence is tentative 
up to this writing. Because it 
contains a number of popular 
stocks, the Dow industrial aver- 
age fared much better than the 
general market on the September- 
December rise. The reverse prob- 
ably will be so on any intermedi- 
ate sell-off now, since a number 
of recently strong Big-Name 
stocks are technically vulnerable. 
On the other hand, with tax sell- 
ing out of the way, many de- 
pressed stocks are likely to im- 
prove in relative market position, 
whether by rallying or remaining 
fairly static. Regardless of basic 
merit, this is a time to be cau- 
tious about buying stocks which 
have largely outgained the mar- 
ket in recent months. 


Examples 
Stocks which may be more or 
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less technically vulnerable to 
January profit taking, under 
lower taxes, because of sharp re- 
cent advances or because they are 
rather high on earnings or a com- 
bination of both, include General 
Electric, Minneapolis Honeywell, 
Minnesota Mining & Manufactur- 
ing, Scott Paper, Lily Tulip Cup, 
du Pont, Union Carbide, Douglas 
Aircraft, United Aircraft and 
Westinghouse Electric. Among 
less prominent issues in which 
advances have made large profits 
available are Hilton Hotels, Co- 
lumbia Pictures, Bullard and 
Visking. 


Depressed 


Comparatively depressed stocks 
which might improve in relative 
market position, with tax-selling 
ended, include Loew’s, Crown 
Cork & Seal, Pittsburgh Steel, 
Thatcher Glass, Marathon Corp., 
and Dresser Industries. 














General Precision Equipment 


Philco Corp. .................. 
Standard Coil Products 








Lockheed Aircraft Corp. .......0.................. 
Corning Glass Works ..........................55... 
Southern Railway ..........................ccee 


ME RUN NN NEF RONG 56 os 5 Se 
MIMIEOU ADEE IOUT, 5 cisecciesccosssietgnenssscsvence 
Honolulu Oil Corp. .....................0000.00000.... 


American Stores Co. ....0..........oo coc. 





“The Dow” 


Nearing the turn of the year, 
the Dow industrial average is ap- 
proximately 4% down from its 
closing level of December 31, 
1952. Eleven of the 30 issues are 
up on the year, 19 down. Repre- 
senting the maximum divergence, 
Chrysler is down over 37%, while 
United Aircraft is up 25%. 
Among the largest gainers, after 
United Aircraft, are General 
Electric, up nearly 21% ; General 
Foods, up 13% ; duPont, up 9%; 
American Can, up about 8% ; and 
Westinghouse Electric, up roughly 
7%. Others up on the year by 
roughly 6% to 2% are Eastman 
Kodak, Corn Products, Procter & 
Gamb'e, Union Carbide and Sears, 
Roebuck. Aside from Chrysler, 
the biggest losers on the year are: 
American Smelting, down nearly 
34%; International Nickel, down 
about 24%; International Har- 
vester, down 18%; National Dis- 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1953 1952 

.. Quar. Sept. 30 $1.24 $ .80 
9 mos. Sept. 30 1.13 72 
9 mos. Sept. 30 1.47 94 
9 mos. Sept. 30 3.99 2.89 
Quay. Sept. 30 -88 48 

.. 9 mos. Sept. 30 2.25 1.34 
6 mos. Sept. 26 2.62 1.24 
9 mos. Sept. 30 4.95 1.97 
40 weeks Oct. 11 3.76 2.58 
10 mos. Oct. 31 9.10 6.42 
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tillers, down about 17% ; General 
Motors, down 14%; and Johns- 
Manville, down 13%. Two com- 
ments may be ventured: (1) the 
record emphasizes how little an 
“average” decline of 4% can 
mean in terms of behavior of in- 
dividual stocks. (2) It is about 
as certain as anything can be 
that a year from now the line-up 
of winners and losers for 1954 
will be quite different. 


Rails 

The Dow rail average is down 
nearly 15% on the year. There is 
less divergence among these is- 
sues than with industrials; but it 
is nevertheless striking. Only one 
of the 20 stocks is up on the year 
—New Haven, of all things, up 
over 7%. Against that, the big- 
gest loser is Canadian Pacific, 
down about 30%. Other large 
losers, with declines of roughly 
29% to 20%, are Atlantic Coast 
Line, B. & O., Erie, Nickel Plate, 
Norfolk & Western, Pennsylvania 
and Southern Pacific. Down much 
less than the rail average are 
Southern, Atchison, Union Pacific 
and Louisville & Nashville. 


Dividends 

The highly cyclical rail indus- 
try is devoid of long-term profit 
and dividend growth, which is 
why rail stocks tend to travel con- 
siderable distances up and down 
in the market, without getting 
anywhere, so to speak. In 1952, 
aggregate rail earnings were 
roughly 14% lower than in 1929, 
utility earnings about 60% above 
1929, industrial earnings nearly 
110% over those of 1929. Prob- 
ably the same comparisons for 
1953 will be a little more adverse 
for rails, on a relative basis. Rail- 
road dividends totaled $490 million 
in 1929, but onlv some $337 mil- 
lion in 1952; and perhaps around 
$345 million in 1953. Estimated 


total corporate dividends of $9.4 
billion in 1953 were 62% higher 
than in 1929, estimated rail divi- 
dends over 29% below those of 
1929. Long-term investment re- 
sults have been worse, of course, 
than these dividend comparisons 
imply, for a number of the rail 
stocks of 1929 were wiped out in 
subsequent reorganizations. 


Utilities 

The Dow utility average is 
down less than 1% from its 1952 
closing level. It includes among 
the 15 issues four natural gas 
(pipe line system) stocks, three 
of which are down. The maximum 
divergence in the average is: 
Columbia Gas System, down 
17%; Detroit Edison, up 19%. 
Panhandle Eastern Pipe Line is 
down about 14%. Were the aver- 
age confined to electric utilities, 
it would be up about 4% on the 
year. Aside from Detroit Edison, 
the only big gainers (for utili- 
ties) are Houston Lighting, up 
13%; and Consolidated Edison, 
up 8%. 


High Yields 

Low dividend yields are typical 
of popular growth stocks; mod- 
erate yields of high-grade income 
stocks. At the other extreme are 
yields of 10%, 12%, 15% or even 
more on cyclical-speculative 
stocks. A very high yield is a 
warning, not an invitation. It 
implies doubt or uncertainty 
about continuation of an existing 
dividend rate—if not doubt about 
maintenance of any payments. It 
is foolish to select stocks for ex- 
tremely high yields. By careful 
“shopping-around,” however, in- 
vestors needing or desiring to 
stretch income can get medium- 
high yields in stocks which, at 
present prices, probably can be 
expected to fare pretty much in 
line with the general market. For 














West Indies Sugar Corp. 
Young (L. A.) Spring & Wire 
| Montgomery Ward & Co. . 


Spencer Kellogg & Sons 
Hercules Motors Corp. 

Firth Carpet Co. 

Amer. Smelt. & Refining Ce. 


Celanese Corp. of Amer. 





Schenley Industries .... 


American Viscose Corp. 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 








1953 1952 
Year Sept. 30 $1.24 $5.44 
Quar. Oct. 31 11 -26 
Quar. Oct. 31 1.51 1.84 
Year Aug. 29 Ww 72 
Quar. Sept. 30 .08 51 
Quar. Sept. 30 -04 15 
9 mos. Sept. 30 1.67 3.83 
Quar. Sept. 30 -25 74 
Year Aug. 31 1.53 2.76 
Quar. Sept. 30 .68 1.31 
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example, as reasonably-calculated 
risks, General Motors is likely to 
continue covering and earning its 
$4 dividend, providing a current 
yield of about 6.8% ; Allied Stores 
is likely to continue covering and 
paying its $3 rate, to yield about 
8% at current price; earning 
power of Standard Oil of Ohio is 
well in excess of the $2.40 divi- 
dend, which provides a current 
yield of 7.4%; making equipment 
mainly for the oil and gas indus- 
tries, Dresser industries should be 
able to maintain its presently 
twice-covered $1.60 rate, offering 
a current yield of 8.4%; and 
recession-period earning power of 
Youngstown Sheet & Tube, plus 
heavy cash flow from deprecia- 
tion, with capital outlays to, be 
down, figure to make maintenance 
of its $3 rate, currently yielding 
7.8%, no problem. 


A Year Ago 


Many traders prefer to buy 
stocks which are currently rising, 
on the principle that an existing 
trend is likely to go somewhat 
further for an intermediate time. 
It is far from a foolproof method 
of stock selection. In the first 
place, even though the odds favor 
it, there will be many exceptions. 
In the second place, it is more 
likely to work out on a short-term 
basis than a longer one. For in- 
stance, we note, as a matter of 
curiosity, that 51 common stocks 
made new highs in the last trad- 
ing session of 1952. Checking over 
them, we find that about as many 
are down, some sharply, from 
closing 1952 levels, as are up or 
little changed. Among those up 
materially on this comparison are 
Associates Investment, Continen- 
tal Can, Food Fair Stores, Gen- 
eral Electric, Sunbeam, United 
Aircraft and Westinghouse Elec- 
tric. On the other hand, if the 
following issues had been bought 
on strength a year ago, substan- 
tial to large losses would now be 
shown: American Bank Note, 
American Metal Products, Armco, 
Bethlehem Steel, Electric Auto 
Lite, Kelsey Hayes, McCord, 
Motor Products, Phelps Dodge, 
Republic Steel, Studebaker. 


Growth 


According to the latest census 
figures, the states growing fast- 
est in population are Florida, with 
a gain of 12.2% between April 1, 
1950, and July 1, 1952; Califor- 
nia, with a comparable gain of 

(Continued on page 460) 
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The Business Analyst 


Whats Ahead por Business? 


By E. K. A. 


Developments in practically all branches of retail trade will 
bear careful watching during the next few months. The extent 
to which retailers are successful in whittling down their 
relatively large inventories, without unduly disturbing the 

price structures, will have an 
f important influence on gen- 
eral business activity during 
the Spring and beyond. 


















BUSINESS ACTIVITY 


PER CAPITA BASIS 


p> 5 ty Total retail sales during 
one 1953 approximated $171 


TEAR billion, an increase of 4.3 
E aco per cent over the 1952 total 
of $164 billion. The gains, 
however, were concentrated 
two in the first half year. Com- 
WEEKS plete returns will not be 
aco available for several weeks 
on December sales, but it is 
apparent from partial data 
that Christmas business—so 
important to many retailers 
—fell somewhat below ex- 
pectations. 


Early last Fall, many re- 
tailers were freely predicting 
that 1953 Christmas sales 
would exceed 1952 sales by 
5 to 10 percent. These 
opinions apparently were 
based on the very favorable 
sales ratios during the first 
holf of the year, without 
reference to the general 
economic climate. Retailers 
backed their judgment by 
ordering freely, and manu- 
facturers cooperated. 








Unfortunately, last quarter 
1953 retail sales — which 
cover the purchases of early 
and late Christmas shoppers 
—were practically the same 
as a year earlier. All sorts 
of explanations have been 
given as to why sales fell 
below expectations, includ- 
ing the weather of course. It 
is interesting to note, in 
retrospect, that the slow and 
irregular downtrend in re- 
tail sales after the first 
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quarter of 1953 
concurred in a gen- 
eral way with a 
somewhat similar 
downtrend in 
weekly factory pay 
envelopes and a 
slowing monthly 
increment in the 
total outstanding 
volume of consumer 
credit. 

These concur- 
rences suggest that 
basic economic fac- 





tors rather than the 
vagaries of weather ay / 
were responsible, : == YW 
in large measure ot agar aa aes 
least, for the failure of retail business during the last quarter 
of 1953 to meet retailers’ fond expectations. 

Retailers now are talking of matching or exceeding last 
year’s sales during the first quarter of 1954 and of moving 
ahead of 1953 comparisons in the second quarter. Much of 
this talk appears to be whistling in the dark. Many merchants, 
probably the majority of them, are distinctly worried over the 
fact that they ended 1953 with inventories at a record high, 
about 6 percent larger, on an average, than at the end of 
1952, while sales have hardly been able to keep pace with the 
levels of a year earlier. 

January and February customarily are the slowest months 
of the year in retailing, and merchants endeavor to offset 
consumer lethargy by clearances and sales. A considerable 
amount of price cutting is normal, particularly on seasonal 
merchandise. But, in view of the downtrend in consumer in- 
come and the obvious reluctance recently of consumers to 
spend as freely as expected, moderate price markdowns may 
not provide the desired stimulus. 

The willingness of retailers to place new orders for mer- 
chandise in anything like regular volume is dependent to a 
large extent upon how far price cutting goes in the coming 
weeks. If they are “burned” on merchandise now on hand, 
new orders could be slim and manufacturing activity could 
be adversely affected thereby. 

It is important to note that, contrary to predictions that 
consumer buying of nondurable goods would increase as pur- 
chases of durables slackened, both soft goods and hard goods 








sales appear to be declining. Unless there is a shift in this 
trend, total sales during the next few months are likely to fall 
below the very high levels recorded during the early part of 
1953, taking seasonal factors into consideration. 
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The Business Analyst 





MONEY & CREDIT—Underwriters are enjoying a well- 
earned breathing spell after the spate of big new issue offer- 
ings that reached a peak in mid-December. Demand for new 
issues last month, was excellent and several large offerings, 
such as the $300 million General Motors twenty-five year 
3'4% debentures and the $280 million of Indiana Toll Road 
Commission forty-year 3/2% Revenue bonds, went to a pre- 
mium in short order. Seasoned bonds have shown marked 
stability in the two weeks ending December 28. The Treasury’s 
thirty-year 3%s gained % point during the period and the 
Victory 2%2s were up 2 with the best prices seen as the 
month drew to a close. Prices of tax-exempt obligations and 
high grade corporates have also held up very well during 
December, and this rather satisfactory showing has been 
achieved despite some large scale liquidation by those who 
needed funds for December 15 tax payments. 

The Federal Reserve has been a big contributor to the 
solid support that the market has exhibited, with the Central 
Bank advancing $391 million, in the two weeks ending 
December 22, to bond dealers under repurchase agreements, 
to enable them to absorb increased offerings. During the 
same period the Federal Reserve has also added $175 million 
worth of Government securities to its portfolio by outright 
purchase, enabling the banks to add further to their loans 
and investments. The improved condition of the weekly report- 
ing member banks can be seen from the fact that although 
their borrowings from the Federal Reserve were down no less 
than $1,396,000,000 from a year ago, their reserves were, 
nonetheless, $12,000,000 ahead of the corresponding 1952 
date. 

Dealers and other buyers of high grade bonds have been 
exhibiting a willingness to absorb large offerings without 
reducing their bids, a fact that is indicative of the firm convic- 
tion in financial circles that the Central Bank is not anxious 
to see any advance in money rates. It is hard to see how the 
monetary authorities can do anything else but encourage 
borrowing as long as business continues to ease and infla- 
tionary pressures are absent. 

The nation’s money supply has been rising slowly but 
steadily and reached $197.3 billion on October 28, up $7.1 
billion in one year’s time. Biggest increase was one of $4.9 
billion in time deposits while checking accounts rose $1.7 
billion and currency outside the banks gained $0.7 billion. 
Prime reason for the increase has been a $7.8 billion expan- 
sion in bank credit over a year ago with loans up $6.1 
billion and bank investments gaining $1.7 billion. 


a SO EO — 


TRADE—Retailers have been hoping that this year’s Christmas 
buying would match that of last year. The nation’s depart- 
ment store sales for the first three weeks of December were 
about 2% under the corresponding 1952 period, but the 
stores have been banking on this year’s extra shopping day 
in the week before Christmas to put them over the top. 
Reports for the week ending December 26 have now come in 
from the New York City area and they reflect the extra trad- 
ing period with dollar volume 19% ahead of the 1952 week. 
It was noted that sales of apparel and small appliances were 
substantial while demand for toys and large appliances 
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proved rather disappointing. January retail outlook is gen- 
erally highly mixed. 


o-———— —_—o 


INDUSTRY—Industrial production has been holding on a 
fairly even keel thus far in December, although production 
after seasonal adjustments is a little under the November rate. 
The MWS Business Activity Index stood at 190.9 in the week 
ending December 19, which is the high for the month, al- 
though below the November average of 191.4. In the latest 
week there was a pick-up in electric power output while 
freight car loadings fell further. Steel production was down 
a bit to 84.3% of capacity for the week, but later data— 
that for the week ending December 26—showed a sharp 
slump to 67% of capacity. However, seasonal factors in steel, 
which have been in abeyance in recent years, have again 
become important and played a part in the current drop. 
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COMMODITIES—Commodity prices in cash markets have 

been generally stable in recent weeks. The MWS Index of 

spot prices for 14 raw materials on December 24 stood at 
(Please turn to following page) 





449 











SAN AS Anne 


AE AR A ON 


> 


A FR | NS tn 


— = 





fi 
be 
















































































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* — 
MILITARY EXPENDITURES—$b (e) inv: 37 3.9 * 3.6 1.6 (Continued from page 449) " 
acini inden _ sealed = _ =. 149.5% of the 1923-1925 average, down | 
FEDERAL GROSS DEBT—$b _ | Dec. 22 274.8 274.9 266.9 55.2 | from 149.7 the week before but above the ( 
MONEY SUPPLY—$b year’s low of 147.9 reached early in ‘a 
Demand Deposits—94 Centers____| ).. 14 56.1 55.2 55.8 26.1 |November. However, a year ago this | 
Currency in Circulath Dec. 23 31.2 31.0 30.7 10.7. | index was at 160.0. Small gains for the 
BANK DEBITS—(rb3)** ad ———~ | week were chalked up by wheat, corn, 
New York City—$b Nov. 54.3 54.2 47.5 16.1 | Faw sugar and cotton while tin, spot wool — 
344 Other Centers—$b. ea “ee 903 844 99.9 | tops, rubber and hides declined. | bn 
PERSONAL INCOMES—$b (cd2) Oct. 287 286 277 102 ; i , so 
Salaries and Woges——_______ | ,, 196 196 187 66 
hence Oct. 49 49 51 - Expenditures for NEW CONSTRUC- sia 
interest ond Dividend Oct. 23 23 21 ” TION declined less than seasonally in Pe 
Transfer Payments Oct. 15 14 3 3 November, and at $2,998 million, were C 
GORE TRON ASS Oct. 16 16 9 10 | 4.9% ahead of outlays in the correspond- C 
POPULATION—m (e) (cb) Nov 160.7. 160.5 1580 133.8 ‘ling 1952 month. Both public and private Fi 
Non-Institutional, Age 14 & Over—_ | x),, 112.0 111.9 110.2 101.8 {construction were at new record levels for _* 
Civilian Labor Force. Nov 63.4 63.4 63.6 55.6 |the month, according to estimates by the LUA 
unemployed Nay, 1.4 1.2 1.4 3.8 | Commerce and Labor Departments. Private s 
Employed Mav 61.9 62.2 62.2 51.8 |building was equal to $2,047 million in — 
In Agriculture Nov 6.7 7.2 6.8 8.0 |November which was 5.8% above a year STE! 
Non-Farm Nov 55.3 55.1 55.5 43.2. |ago with commercial building posting a Cc 
At Work Nov 60.2 60.6 60.5 43.8 |contra-seasonal gain over October and ane 
Weekly Hours Nev 41.2 42.4 42.4 42.0 |jumping 68.1% over November, 1952. P 
Man-Hours Weekly—b bie 2.48 2.57 2.57 1.82 | Public utility spending was 14.1% ahead c 
—_ of last year with railroad construction out- eas 
CMPLOVERS, Non-Ferm—m (ib) Nov 49.2 49.6 49.3 375 |lays up 18.4%. A small decline occurred MIS 
mo Nov 6.7 6.7 noid bo in residential building while industrial con- Pe 
eat - ee - ” see oe = 8.2% — gh gg - Cc 
Hourly Wage (conte) Nov 178.0 178.0 171.0 77.3 welt Wi ciiec enn 2.9% aed 
Weekly Wage ($) N 71.02 71.73 70.28 ~=—-21.33_ Jof last ith hi “ld = 
ov. N02 71-73 70.28 21.33 of last year with highway building up 
PRICES—Wholesale (Ib2) Dec. 22 110.1 110.1 109.5 66.9 16.7%. Total construction expenditures for edib. 
Retall (cd) Saad. 210.3 210.1 211.1 116.2 |the first eleven months of this year now (193. 
stand at $32,126 million a 6.8% gain publ 
COST OF LIVING (Ib2) Oct. 115.4 115.2 1142 65.9 J over the corresponding 1952 period. pe— 
Food Oct. 113.6 113.8 115.0 64.9 is fo 
Clothing Oct. 105.5 1053 105.6 59.5 eS oF 
Rent Oct. 126.8 126.0 118.8 89.7 New orders for MACHINE TOOLS have — 
taken a sharp downward plunge in De- No 
RETAIL TRADE—$b*° cember. The index of such order compiled | |. 
Retall Store Sales (cd) Oct. 14.1 14.0 14.2 47 as tn dae gree Tool Build Issue 
“en 5.0 49 48 11 y le , ationa achine [ool Builders | | 300 
Durable Goods. nen 4 3.6 | Association fell to 148.3% of the 1945- || — 
Non-Durable Goods = va 81 0.87 ose 1947 average from 198.7% the previous | | + 
Dep't Store Sales (mrb) et. _ - ; ; month and 205.4% in November, 1952. oe 
Consumer Credit, End Mo. (rb2)_____ | Oct 28.2 28.0 24.1 9.0 | Meanwhile, shipments have not fallen at 7A 
MANUFACTURERS’ * _ ve a stood : | 7 
New Orders—$b (cd) Total **_____ | Oct. 22.4 22.4 24.2 14.6 ri ins-0 cial a ast mont — 
ieee tiaiads oan 99 99 11.5 7.1 | against 355.0% a year ago. Output of 38 
sehdatiensiiites thinly an 12.4 12.6 127 75 machine tools has done even better and || 2B 
Shipments—$b (ed)—Total** ak: 24.8 249 24.8 3.3. | the index at 396.9% is up from 384.1% || 6 C 
Durable Goods Oct. 122 122 120 4.1 |@ year ago. At current production rates ye 
ane ea er 126 127 12.8 42 |it would have taken 6.0 months to com- 9¢ 
__|plete all orders on manufacturers’ books. 7¢ 
SUSINESS INVENTORIES, End Mo.*- This compares with 6.6 months in October 9C 
Total—$b (ed) Oct. 79.0 79.3 74.2 28.6 |and 10.3 months in November, 1952 at [4 
Manufacturers’ Oct. 46.3 46.5 43.4 16.4 | then-current output rates. .. 
Wholesalers’ Oct. 10.7 106 ~=—‘10.1 4] er tk 2F 
werd oe. 22.1 223 20781) BUSINESS FAILURE in November en-||) | 3 f 
Bagh. Mare Gacks Gach) ial ae ed - ts gulfed 815 firms, a 38% increase over the 3 Fi 
GUSINESS ACTIVITY—1—pc Dec. 19 190.9 189.8 193.0 141.8 |corresponding 1952 month. In the past 4s 
(A. W. S.)—I—np “Dec. 19 234.7 233.3 233.2 146.5 I|twelve years, this toll was exceeded in 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl 
>K Date Month Month Ago Harbor* PRESENT POSITION AND OUTLOOK 
= INDUSTRIAL PROD.—1 np (rb)** Oct. 231 232 230 174 only one other November, that of 1949. 
Mining Oct. 161 169 164 133 Dun’s Failure Index, which is seasonally 
wn Durable Goods Mfr. Oct. 304 301 300 220 adjusted, rose to 42 from 39 the previous 
he Non-Durable Goods Mfr____-_ }_ Occtt.. 194 196 195 151 month and 30 a year ago. However, it is 
in CARLOADINGS—t—Total Dec. 19 618 652 710 833 still considerably below the pre-war rate 
his pears Dec. 19 325 351 364 379 of 60 in November, 1940, for instance. 
he Mdse. L. C. L Dec. 19 61 63 68 1,566 The liabilities of failing firms remained 
rn, a Dec. 19 39 43 45 4B high in November, at $36,795,000, al- 
wal paiva though slightly under October’s $37,076,- 
ELEC. POWER Output (Kw.H.) m Dec. 19 8,896 8,661 8,280 3,266 000. Liabilities of failing firms were larger 
SOFT COAL, Prod. (st) m Dec. 19 8.0 8.4 103 108 : a — ite = 
Cumsleitee fein Pam: Yann» | Dee. 19 438.9 430.9 454.5 44.6 ier wiles t ow epee vs ans a 
uring and commercial services. Total lia- 
i... meee, 82.6 81.0 78.0 61.8 = ' 
IC- oo eo snatch sei bilities of failures for the first eleven 
in PETROLEUM—(bbis.) m months of this year were $350.4 million, 
sre Crude Output, Daily______________ | Dec. 19 6.2 6.2 6.6 4.1 way ahead of the $259.9 million for the 
nd- Gasoline Stocks Dec. 19 154 153 131 86 similar 1952 period. 
ate Fuel Oil Stocks Dec. 19 50 50 49 94 
i i Dec. 19 123 127 106 55 es 
for Heating Oil Stocks — ec. 
the LUMBER, Prod.—(bd. ft.) m Dec. 19 239 231 252 632 EXPORTS from the United States rose 
ate Stocks, End Mo. (bd. t.) b_______ ] Oct. 8.6 8.3 8.3 7.9 | to $1,244.6 million in October from $1,- 
in — * 237.2 million in September and $1,215.5 
2ar STEEL INGOT PROD. (st) m Nov. 8.7 9.5 9.4 7.0 | million in October, 1952, the Census 
lec. Cumulative from Jan, 1_________ ] Nov. 103.7 95.0 83.4 74.7 | Bureau has reported. Exports in the latest 
ind ENGINEERING CONSTRUCTION month — $233.5 million of military 
62. AWARDS—$m (en) Dec. 24 227 182 155 94 items shipped under the Mutual Security 
sad Dec. 24 15,018 14,791 15,689 5,692 Program, up from $203.7. million the pre- 
Cumulative from Jan. 1_-_ ' ' D o : sey 
ut- vious month and $173.1 million a year 
red MISCELLANEOUS ago. IMPORTS from abroad came to 
on- Paperboard, New Orders (st)t Dec. 19 212 212 178 165 $813.6 million in October, a decline from 
ind Cigarettes, Domestic Sales—b___} Oct. 35 34 37 17 $925.5 million the previous month and 
lic Do., Cigars—m Oct. 589 558 625 543 under the $918.1 million worth of goods 
sad Do., Manufactured Tobacco (tbs.)m | Oct. 19 19 21 28 imported in October, 1952. 
? b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
f - 
or cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—S lly adjusted index 
1OW (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
ain publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, total consumer credit. rb3—Federal Reserve Bank of N. Y.—1941 data 
is for 274 enters. st—Short tons. t—Thousands. *—1941; November, or week ended December 6. **—S lly adjusted 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ave 
a 1953 1953 
led || No. of —_ Range 1953 1953 (Nov. 14, 1936, Cl.—100) High po aaa wont 
(| Issues (1925 Cl_—100) High low Dec. 18 Dec.24 1100 HIGHPRICEDSTOCKS .... 133.5 114.4 1246 123.4 
“4 300 COMBINED AVERAGE ......... 215.5 177.2 190.9 189.4 100 LOW PRICED STOCKS ........ 260.5 203.7 218.2 ~—217.1 
ous | | 4 Agricultural Implements ....... 263.3 181.5 181.5 181.5 4 Investment Trusts 112.7 93.1 99.7 98.6 
52 10 Aircraft (‘27 Cl.—100) ........... 415.6 330.3 412.0 401.4 3 Liquor (‘27 Cl.—100) , 967.8 811.1 884.8 875.6 
: 7 Airlines (‘27 Cl.—100) ioe 6939 499.1 518.6 505.6 11 Machinery , Eieasanca 240.6 181.0 206.2 203.9 
| at 7 Amusement 95.5 76.4 85.1 85.1 3 Mail Order .... ea 128.6 101.0 110.6 109.4 
at || 10 Automobile Accessories <a 213.8 V7 237.2 3 Meat Packing .. Mie eo 101.7 78.7 87.5 88.4 
ynth / 10 Automobiles 0 a. 49.4 39.0 40.4 40.4 10 Metals, Miscellaneou 284.5 198.4 208.8 203.6 
f 3 Baking (’26 Cl.—100) ........... 28.0 23.0 23.0 23.0 MUNN fea 62528 - si Svinte ceinlesks 474.8 394.9 470.3 470.3 
° | 3 Business Machines sdccice Seal 311.4 341.8R 355.4 BM COLNE 5.0 ccs co ccccdcccexecenecens 463.4 376.5 408.6 408.6 
and || 2 Bus Lines (‘26 Cl.—100) ......... 233.2 170.2 219.6 233.2A 22 Public Utilities . .......0:.ccscscseee 196.2 173.8 194.4 194.4 
1% |} 6 Chemicals : beck pinadivey 396.9 337.9 5 7] 2 373.3 8 Radio & TV (‘27 Cl.—100)..... 36.9 28.3 29.0 28.6 
ates 3 Coal Mining one aN 15.4 9.0 9.2 9.0Z 8 Railroad Equipment ............... 64.1 49.1 52.1 51.5 
4 Communications ..................... 69.3 58.6 61.1 59.9 Th WOO, <a iccesccaseccincccs moe 53.2 41.8 43.3 42.3 
oe 9 Construction i. 57.9 63.4 62.7 rae 53.4 42.3 53.4 53.4 
oks. 7 Containers Wes. a eeeraks 519.4 456.9 500.1 480.9 3 Shipbuilding . areal 299.6 228.7 288.2 288.2 
ber || 9 Copper & Brass eee 175.4 1253. 139.4 137.8 SN IR coc ccccsccesccscssccceccccses MUO 339.0 386.9 380.1 
at | DIGI PIOGUCHE. 5. 550 cscetsnssccdeees 103.2 82.3 103.2 103.2 11 Steel & Iron aiedasccates 151.4 122.8 135.7 132.8 
7 | 5 Department Stores ................. 63.2 54.6 55.9 54.6Z RIN Soo on sc anyoukscecozeae teas 59.8 47.1 47.1 47.1 
5 Drugs & Toilet Articles 239.7 203.8 235.2 239.7A 7 eT ee ae 6259 525.5 555.1 555.1 
2 Finance Companies ..............._ 410.0 341.8 402.8 398.8 WN NGI ons occ css sce actcasadunsctvecsye 162.2 104.6 106.3 104.6 
7 Food Brands . cree nee 185.0 194.6 192.7 3 Tires & Rubber ........00...00.0... 89.7 70.4 85.5 85.5 
en- 2 Food Stores . De ean ay Pee 133.0 113.0 131.8 133.0A 5 Tobaceo sakhcabivedieee 105.2 82.7 84.5 82.7Z 
the OTST Ln Ce aa a 79.2 59.6 62.6 61.8 2 Variety Stores ..............0..0cc 319.5 288.8 288.8 288.8 
past A Gore Nines oo sss ccsensesssocanenes 760.0 515.5 S155 528.7 16 Unclassified (‘49 Cl.—100) 125.7 97.0 104.1 102.9 
| in A—New High for 1953. Z—New Low for 1953. R—Revised. 
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Some commodity futures still are finding the upward path 
to be the one of least resistance and in the two weeks ending 
December 24, the Dow-Jones Commodity Futures Index 
gained 2.21 points to close at 165.20. However, some com- 
modities, such as the grains, have been finding the going 
tougher of late. Thus May wheat lost 2 cents in the period 
under review to close at 206%. The Agriculture Department 
estimates the 1954 winter wheat crop at 750 million bushels, 
down from 878 million the previous year. If the yield of 
spring wheat is normal this would mean another year with a 
billion bushel crop. The acreage seeded has declined to 46.6 
million acres from 56.8 million acres last year, indicating that 
farmers are observing Governmental restrictions. However, 
with farmers naturally curtailing plantings of less fertile 


ground, yield may rise sharply next year. May corn was 
down 2% cents in the two weeks ending December 24, to 
close at 155%4. It is feared that farmers will be more eager 
to sell corn in January when income taxes will be lower. 
However, the 1954 spring pig crop is expected to reach 52 
million head, or some 2 million above 1953 and this should 
boost consumption. Cotton futures have drifted slightly lower 
during the fortnight and the July option lost 15 points to close 
at 32.96 cents. Exports during the first five months of the 
current season have been about 30% under the correspond- 
ing period of last year, but a pick-up is believed likely, as 
a large part of the funds allotted to foreign countries for the 
purchase of cotton are still intact. Retail trade in cotton goods 
has been large and mill stocks are believed to be lower. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—1947-1949, equals 100 


Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Dec.24 Ago Ago Ago 1941 


22 Commodity Index ; 88.5 88.5 88.0 90.4 53.0 
9 Foodstuffs : 97.7 960 95.9 860 46.1 
3 Raw Industrial sates 82.6 83.6 828 93.3 58.3 





RAW MATERIALS SPOT INDEX 
SEPT. ocT. NOV, DEC. 


1GOl— Wan erneer (INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939-33.0 Dec. 6, 1941—-85.0 

1953 1952 1951 1945 1941 1939 1938 1937 

ene 162.2 181.2 215.4 111.7 88.9 67.9 57.7 86.6 

* 147.9 160.0 176.4 98.6 58.2 48.9 47.3 54.6 





Date 2 Wks. 3Mos. 1Yr. Dec. 6 
Dec.24 Ago Ago Ago 1941 


5 Metals 87.1 88.4 88.5 1083 54.6 
4 Textiles 88.2 88.1 86.6 91.3 56.3 
4 Fats & Oils 720, Fi) 65:4 S72 ‘556 









COMMODITY FUTURES INDEX 
SEPT. OcT. NOV. DEC. 


DOW - JONES 


COMMODITIES INDEX 





Average 1924-26 equals 100 
1953 1952 1951 1945 1941 1939 1938 1937 


SR oe 3208.22.2 170.1 1925 2145 958 743 783 65.8 93.8 
BOW sii sicrsveseane 153.8 1683 1748 83.6 58.7 61.6 57.5 64.7 
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Husbands who have to get their own breakfasts 
will soon be freed of the necessity of darting from 
shaving mirror to kitchen in order to keep an eye 
on the brewing coffee. The emancipator is the new 
automatic coffeemaker Westinghouse Electric Corp. 
will put on the market’ by next April. The device will 
brew nine cups of coffee in nine minutes—up to twice 


as fast as conventional automatic percolators—and 
has the added advantage of brewing as little as two 
cups of coffee at a time. Two thermostatically con- 
trolled heating elements, one of 350-watts and an- 
other of 650-watts make possible the reduction of 
the time element in the coffee brewing. When the 
coffee has brewed to taste, the 350-watt element cuts 
out and the 650-watt element cycles on and off, main- 
taining the brew at proper serving temperature. An 
escutcheon plate has settings from “mild” to 
“strong,” and the appliance is equipped with a sig- 
nal light that lights up red when the coffee is ready. 





More than one motorist driving along Whiting, 
Ind., Indianapolis Boulevard, upon passing Standard 
Oil Co.’s (Indiana) refinery has decided that “life 
can be beautiful.” The source of the inspiration is 
the bright colors, in place of the somber blacks and 
grays, with which the company has dressed oil tanks 
and refining units. A number of people have called 
to congratulate the company on the gay dress of the 
various structures. An executive of a nearby com- 
pany is quoted as saying, “I get a lift every time I 
drive by.” So far the color treatment has been ex- 
tended to few refinery tanks and operating units, but 
Standard of Indiana has scheduled many others for 
similar dress when repairing time rolls around. 


Among the many other things accomplished by 
Union Pacifie Railroad in 1953 to increase efficiency 
and improve services for passengers and freight 
shippers was the $16 million line change between 
Cheyenne and Dale, Wyo., around the southern flank 
of towering Sherman Hill. The change reduces 
grade, cuts west-bound running time and eliminates 
the pull up the steep eastern slope of Sherman Hill 
that required the use of “double header” locomotives. 
The road’s plans for 1954 provide for the addition 
of 190 freight and 15 passenger locomotive units to 
Its fleet of Diesels at a total cost of $35.7 million. 
These units will be built by the Electro-Motive 
Division of General Motors Corp., and deliveries 
will start sometime this month. 


The “Pulploader” is Clark Equipment Co.’s new 


_pulpwood loading device capable of carrying a pay 


load of 9,000 pounds and enables an operator to load 


both sides of a flat car from one side. The device, 
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completely hydraulic and controlled from the driver’s 
seat, is offered as an attachment for the Ross Series 
15LH fork lift truck. In operation, the “Pulploader” 


1954 


is lowered over the unit of pulpwood, usually 134. 
cords, and by means of cables slipped under each 
end and hooked together, the unit is then hydraulic- 
ally raised. The fork lift is then moved to the flat 
car and the load is lowered into place, the cable 
hooks being disengaged by trips controlled by the 
driver. 


In a fully illustrated catalog going to 40,000 lum- 
ber dealers and to all architects, United States Ply- 
wood Corp., features for the first time six new prod- 
ucts. These include “Surfwood,” a decorative panel 
with the texture of weathered driftwood; “Checker- 
board,” hardwood veneers laminated in checker- 
board effect on a plywood base; ‘“‘Novoplycore” pan- 
els, veneered hardwood panels with solid cores of 
warp-free material; “Armorply” Chalkboard, a 
metal-on-plywood material with a writing surface 
for chalk, and Honduras Mahogany Plankweld, the 
latest addition to the line of pre-finished ‘‘do-it- 
yourself” wall paneling. 


According to the Eastern Railroad Presidents 
Conference, Eastern District railroads spent $489.8 
million on new equipment and improvements to 
roads during 1953. These expenditures brought the 
total spent on road and equipment by Eastern roads, 
including those in the Pocahontas region since 1946 
to $3,922 million. 


Nearly 1,500 million quarts of motor oil were 
marketed in tinless cans during the past year, 
according to American Can Co., which developed a 
tin-free metal container for this product. Following 
this initial mass-production step toward tinless cans, 
the company recently introduced a new tinless non- 
drip ‘“‘metal bottle” suitable for packaging many 
liquid products that is expected to have widespread 
application. 


The newest plant of American Gas & Electric 
System, and the second to go into operation within 
the past six months, is the Ohio Power Co.’s Muskin- 
gum River steam-electric generating station with 
the starting up of its first 200,000-kw. unit. The 
plant, to cost $50 million when its presently-planned 
generating capacity of 400,000-kw. is attained, is 
a “twin” station of Appalachian Electric Power Co.’s 
new $50 million Kanawha plant at Glasgow, W. Va., 
which began operating last July. In addition to the 
400,000-kw. of capacity represented by the initial 
units at Muskingum and Kanawha, which raised 
System capacity to 3,419,000-kw., another 600,000- 
kw. are under construction. Unit No. 2 at Kanawha 
is scheduled to be in operation sometime this month; 
Muskingum’s second unit is scheduled to start up in 
March, and the third unit, that of Indiana & Michi- 
gan Electric Co., another AGE subsidiary, is ex- 
pected to be in operation next Fall. 
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The Romance of the New 
Glass Industry 





(Continued from page 436) 


makers, has had its problems in 
meeting competition from manu- 
facturers of non-glass products. 
More than two-thirds of sales are 
believed to stem from users of 
milk, soft drink, liquor and beer 
bottles. Although the company has 
bolstered its position in the milk 
bottle trade, hope for growth ap- 
pears to lie chiefly in the newly 
acquired McKee division making 
pressed glass products for kit- 
chen use. Net income has im- 
proved moderately in reflecting 
benefits of increased volume and 
better prices, but the safety mar- 
gin for the $1 indicated annual 
dividend is none too wide. 

As an interesting sidelight, the 
recent decision of the Westing- 
house Electric Manufacturing 
Company’s management to aban- 
don construction of a proposed 
glass plant near Hot Springs, 
Ark., is regarded as significant, 
since the company indicated it 
could obtain needed requirements 
from normal existing sources as 
efficiently and as satisfactorily as 
from its own plant. This view 
would seem to suggest a convic- 
tion that present sources of sup- 
ply were deemed adequate. West- 
inghouse probably reached the 
conclusion that no economies in 
cost could be achieved by con- 
struction of its own facilities. 





Bond Market Outlook 
for 1954 





(Continued from page 445) 


financing over the next several 
years. Sales of new municipal 
and state issues topped the $5 
billion mark for the first time 
ever in 1953 and it would not 
be surprising if that total were 
again reached but only a healthy 
demand would be able to support 
prices. 

Part of the growth stems from 
the big need for new facilities but 
it is also due to an increasing use 
of revenue bonds to furnish funds 
outside of the state and local debt 
limits. There have been many of 
these revenue issues of gigantic 
size with proceeds scheduled to be 
used for toll roads and toll 
bridges. They are generally 
backed as to principal and inte- 
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rest only by the revenues pro- 
duced from charges for use of. the 
project against which the money 
was borrowed. 

The quality of each issue de- 
pends wholly on ability of the 
property to generate revenues 
come recession or prosperity. The 
more usual type of municipal bond 
in contrast is ‘one backed by the 
full faith and credit of the issu- 
ing locality. Many revenue bonds 
are undoubtedly of better quality 
than the average “full faith and 
credit” bond, Each issue must be 
tested on its own merits. 

But because of the heavy fi- 
nancing schedule of tax exempts, 
these issues have not recovered 
from their mid-1953 lows to the 
same extent as the Governments 
and corporates. An index of mu- 
nicipal bond prices compiled by 
the Bond Buyer now stands at 
about 2.60 per cent yield com- 
pared with a high of 3.04 per 
cent in June and 2.38 per cent at 
the start of the year. About two- 
thirds of the price decline has 
been recouped. 

Although prices may be held 
down by the size of anticipated 
offerings, wise long term in- 
vestors seeking debt securities 
would do well to examine the tax 
exempt list for selections since 
they have the benefit of buying 
into an over-depressed group. 

Medium grade rail bonds, on 
the other hand, may be in for 
some adjustment during 1954 de- 
pending on the status of indi- 
vidual issues. These issues follow 
price trends of rail equities more 
closely than they do money mar- 
kets. Pricewise, they advanced 
sharply in recent years but in the 
past several months have been 
easing off. 

Prospects for the rails indi- 
cate some reduction in earnings 
this year resulting from lower 
carloadings, reduced passenger 
traffic and higher operating costs. 
The roads will continue to strive 
for new operating economies so 
that barring a serious downturn 
in business activity, the earnings 
decline may not be too serious. 
Yet, as long as net income is slid- 
ing, investors will continue to 
avoid purchase of the more specu- 
lative issues eliminating support. 
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means that dividends are covered 
about twice over. Actually, the 


average for the five basic indus- | 
trials used in this compilation was | 
1.6 times dividends earned in’ 


1952 and 1.7 times in 1953. In- | 
dividual figures must be checked 
carefully, owing to year-by-year | 
changes in dividends. Thus, a | 
company which had cut its divi- 
dend might be listed as showing 
a larger percentage of earnings 
compared with dividends—even 
though reduced from the previous 
year—than a company which had 
increased both earnings and divi- 
dends. Making allowances for 
such changes, however, it would 
prove useful for the investor to 
check his own company with re- 
spect to dividend coverage against 
others in the specific group to 
which the company belongs and 
to the major category in which it 
is found. Among the rails, the 
average dividend pay-out has 
been low in recent years owing 
to need to replenish working capi- 
tal and to provide for improve- 
ments. Consequently, dividend 
coverage in this group has been 
exceptionally large, averaging 3.8 
times in 1952 and 3.9 times in 
1953 (est.). However, this is not 
as favorable as would appear on 
surface owing to the volatility of | 
rail earnings, which in plain lan.- | 
guage means that average divi- | 
dend coverage for the rails next 
year may be considerably lower. 
It is against this background, that 
individual rail companies must be 
judged. On this basis, only Nickel 
Plate (N. Y., Chicago & St. 
Louis) made a favorable showing. 
(The N. Y. Central figure can be | 
excluded owing to the extreme 
leverage which the common stock 
of this company posseses.) Among 
the utilities, the pattern illus- 
trated by the average of earnings 
against dividends was well main- 
tained, all companies conforming. | 
In all three categories, the inves- | 
tor should check to see if his com- | 
pany made progress in dividend | 
coverage as between 1952 and 
1953, making full allowances for 
changes both in the earnings 





trend and for any _ dividend | 
changes that may have taken) 
place. 


7) Price-times earnings ratio. 
This is the stock market valuation 
placed on earnings; and is a rough 
index as to investment rating. 
Normally, the higher the price of 
the stock in terms of earnings 
per share, the higher its invest- 
ment standing. Among the indus- | 
trials, the five basic components | 
in our table had an average in” 

(Please turn to page 456) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subseription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Interchemical Corporation 

“I would appreciate receiving infor- 
mation on Interchemical Corporation as 
to principal products manufactured, 
recent earnings, financial position and 
dividends.” C. S., Roanoke, Va. 

Interchemical Corporation, 
manufacturers of printing inks, 
industrial finishes, textile colors 
and other chemical coatings, an- 
nounced a net profit of $2,055,433, 
after taxes, for the nine months 
ended September 30, 1953—an in- 
crease of 36% over the same 
period in 1952, when net profit 
was $1,506,811. Nine months 
earnings per common share were 
$2.72 in 1953, $1.88 in 1952, after 
preferred dividends. 

Before tax profit was up about 
61% ; $6,145,433 against $3,806,- 
311. Income and excess profit tax- 
es rose to $4,090,000, from $2,- 
300,000. 

The increased profit, was large- 
ly due to operating economies and 
increase in sales from $64,206,- 
886 to a record volume of $69,- 
304,841. 

Consolidated balance sheet as of 
September 30, 1953 showed total 
assets of $34,227,757, 
total current liabilities of $11,- 
327,388 leaving net current assets 
of $22,900,374. 

Dividend payments in 1953 to- 
talled $2.00 a share, the same as 
paid in 1952. 

As advertising and circulation 
volume are expected to continue 


nents good, printing ink sales should 


ye in” 


) 


hold up well, and a moderate im- 
‘provement in demand for textile 
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colors is indicated. Profit margins 
should benefit from lower mate- 
rial costs and the modernization 
program. Elimination of excess 
profit taxes should be a beneficial 
factor in 1954 earnings. 


Swift & Co. 

“Please furnish comparative earnings 
of Swift & Co. in the past two years 
and if earnings show a marked differ- 
ence, please explain the reason for this 
difference and also present working 
caiptal position.” 

M. A., Independence, Missouri 

Record dollar sales and produc- 
tion were reported by Swift & 
Company for the fiscal year that 
ended October 31, 1953. The rec- 
ord volume, which reduced over- 
head unit costs, was an important 
factor in the substantial increase 
in net earnings. 

Total sales reached a peak of 
$2,597,203,715 slightly more than 
the previous record total last 
vear, which was on a 53-week 
basis. Net earnings in 1953 to- 
talled $33,903,294, an increase of 
$12,204,877 over 1952’s net of 
$21,698,417. This year’s earnings 
amounted to 1.3 cents per $1.00 
of sales. 

Earnings rose from $3.66 per 
share to $5.72. The company’s 
total tax bill climbed to an equiv- 
alent of $8.43 per share. 

Several factors contributed to 
1953 earnings. Heavy marketing 
of beef, lamb and veal enabled 
Swift to move a much larger vol- 
ume of products through its meat 
packing plants. As a result, over- 
head costs were reduced. Improv- 


ed earnings in beef, for example, 
came largely from the drop in op- 
erating costs as a result of greater 
volume. Government reports show 
little change in the spread be- 
tween cattle and beef prices. 
Profit level of a fraction of a cent 
per pound made no appreciaable 
change—either in the price re- 
ceived by cattle producers or the 
cost of beef to consumers. 


Removal of price controls in 
February 1953, gave the company 
more flexibility—enabled it to op- 
erate more efficiently and do a 
better job of distributing prod- 
ucts. Swift’s plant improvement 
and modernization program, step- 
ped up since World War II, was 
another plus factor in the earn- 
ings results. This program is now 
reflected in improved plant effi- 
ciency and lower operating costs. 
Since 1945 the net fixed invest- 
ment in buildings and equipment 
has more than doubled. 

During the year, working 
capital increased $18,421,951 to 
$200,199,863. Current assets were 
2.76 times current liabilities. At 
the year-end Government and 
other short term _ securities 
amounted to $30,866,444. A year 
ago Swift had notes payable of 
$21,875,000. Major reasons for 
this change are lower average 
prices and a reduction in inven- 
tory quantities, plus profitable 
operations. 

Operations in the meat packing 
plants improved over 1952. Dairy 
and poultry business showed fav- 
orable progress. Plant food and 
related products continued to turn 
in good results. Swift’s oil mill 
operations were hampered by re- 
duced volume and an unusually 
narrow margin between raw ma- 
terials and finished products. 

With the population of the 
country growing rapidly, with 
about 7000 more mouths to feed 
each new day, the demand for 
meat is expected to be good. 


Dividends including an extra 
totalled $2.40 a share in 1953 
against $2.00 paid in 1952. 
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1953, based on most recent mar- 
ket prices and estimated earnings 
for the year, of 13.6 times. In 
other words, these stocks are sell- 
ing in the market at 13.6 times 
average 1953 earnings per share. 
Only two of the six companies, 
individually listed under this cate- 
gory, equalled or exceeded this 
figure, Minneapolis Honeywell 
and Pittsburgh Plate Glass. This 
would indicate that the other four 
stocks do not measure up, accor- 
ding to investment standing, with 
the two mentioned. It could, of 
course, indicate that they were 
“cheaper” than these two and, 
hence, more desirable, but such 
ratios are established over long 
periods and generally fairly indi- 
cative of the real comparative po- 
sition of the stocks. Among the 
rails, the ratio is a characteristic- 
ally low one, in this case with an 
average market price of only 4.6 
times earnings. This is an indi- 
cation that, from the investment 
viewpoint, rail earnings are ac- 
corded a much lower rating than 
either representative industrials 
or public utilities, the average for 
industrials being 13.6 times earn- 
ings and for public utilities, 13.5 
times, aecording to 1953 earn- 
ings. From examination of the 
last column of the table, it will be 
seen that both groups of individ- 
ual stocks conform fairly pre- 
cisely to these averages according 
to their respective categories. 

It may be argued that the 
average investor, with not too 
much time available for analysis 
such as illustrated in the above, 
not to mention the possible lack 
of specific experience, may find it 
difficult to establish the true divi- 
dend position of a company, even 
after he has made the seven tests. 
Nevertheless, we have made a 
painstaking presentation of the 
subject in order to show (1) 
how the professional analyst ap- 
proaches the problem of deter- 
mining the position of a company 
and investment value of its shares, 
with respect to its dividends and 
(2) to recommend to ambitious 
readers a method by which they 
may discipline themselves in the 
art of investing. A good deal of 
practical value may be derived 
from such attempts and, there- 
fore, is worth the effort. 

In conclusion, it would probably 
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be impossible to find a_ stock 
which passed all seven tests satis- 
factorily. Each test, of course, is 
important as it casts light on the 
actual position of the company. 
Nevertheless, it would be suffi- 
cient if some of the more impor- 
tant tests were met. We would 
place the more important of the 
seven tests inthe following order: 
(1) growth of sales (or gross 
revenues); (2) gross operating 
profit; (3) liquidity, especially 
for industrials and railroads; and 
(4) times dividend earned, espe- 
cially the trend in most recent 
years. The final element — the 
market price-times earnings ra- 
tio—is helpful in making market 
comparisons. 
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film, since the tape can be re-used. 

Economy is-only one of the ad- 
vantages. Speed of reproduction 
and greater fiexibility of TV stu- 
dio operations are made possible 
through the use of video tape. 
The pictures can be viewed the 
instant they are taken, and any 
number of copies can be made. 
This is in sharp contrast to re- 
cording by the present kinescope 
methods which require the pic- 
tures to pass from the television 
camera through most of the tele- 
vision system in order to be re- 
produced on a small kinescope or 
picture tube. A _ special motion 
picture camera then photographs 
the program on motion picture 
film that must be chemically pro- 
cessed, necessitating a time lag, 











10 Year Record—R.C.A. 





Total 
Income 


From Net Div. 

Operations Per Per 

(Millions) Share Share 

1944 $324.7 $ .51 $ .20 

1945 278.3 59 .20 

1946 236.1 56 .20 

1947 312.6 1.13 .20 

1948 356.8 1.50 .30 

1949 396.1 1.58 50 

1950 584.4 3.10 1.50 

1951 596.7 2.02 1.00 

1952 690.6 2.10 1.00 
1953 609.41 2.252 1.003 





1_9 months. 2—Estimated 1953. 
%—Dees not include $.25 reg. & $.20 extra 
payable Jan. 25, 1954. 





Price Range 1946 to-date 293-7 V2 
Recent Price e scat te 2334 
Div. 1953 .. aden! : .. $1.00 
Div. Yield ; ee ae 4.2% 























before the pictures can be repro. 
duced. To rebroadcast requires 
another installation in which a) 
television camera tube picks up) 
the scene from a motion picture! 
projector. : 

This is eliminated by magnetic) 
tape recording. The tape stores) 
the electrical signals directly as| 
they come from the television 
camera. No processing, electronic 
or chemically, is necessary before 
the tape is played back. One com. 
pact piece of equipment, handling} 
both recording and reproducing, 
does the job of the two complex 
installations required by the cur.” 
rent kinescope recording process} 
And recorded tapes can be stored) 
indefinitely for historical pur.) 
poses or reference, or can be elec. 
tronically cleaned for reuse again 
and again. 

Further development of vide 
tape techniques is expected to 
open up numerous other avenues 
of exploitation. Small portable 
television cameras are already in 
wide use in industry, banks, 
stores, schools and colleges. Even. 
tually, a low-cost video tape 
equipment of simpler and mor 
compact design than that in 
tended for broadcasting studio 
use will likely be made available) 
as attachments for these cameras 
RCA engineers envisage the all 
electronic chain of portable tele 
vision camera, viedo tape re 
corder and standard television 
receiver aS a convenient and 
versatile system for making ama. 
teur as well as professional mo- 
tion pictures. the combinatior 
would speed the preparation of 
newsreels and prove a_ useful 
tool for news reporters. In the 
home, the tape can be used for 
home movies or connected to the 
television set to make a persona 
recording of a favorite television 
program. 

Having proved the basic prin 
ciples and principal elements 0 
the system, RCA has its engi: 
neers working to improve the 
recording process, and designing 
equipment capable of mass-pro- 
duction to supply industrial, com- 
mercial and other demands. This 
may require two years. By thet) 
however, the finishing touches 
should be completed, bringing the 
system to commercial reality. 





Potentials in the Transistor 


_The possibilities of color tele 
vision and magnetic tape recoré: 
ing in relation to RCA’s future 


(Please turn to page 458) 
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A tiny off-stage “sun” brings you brighter and better movies 


As you sEE the Hollywood “‘stars”’ on the screen of the 
darkened theater—perhaps in 3-D—you can thank a 
man-made miracle of light—the carbon are. 

This brilliant light comes from tiny carbons not 
much larger than pencils. Yet their light is brighter 
than the sun itself—enlarging the tiny pictures on the 
film as much as 300,000 times! 


THEY GIVE YOU THE RAINBOW~— Besides the bril- 
liance that brings you clear, sharp moving pictures, 
these carbons have a light quality almost exactly like 
that of the sun. This makes possible the production 
and showing of pictures with all colors of the rainbow. 
LIGHT YOU DON’T SEE— The rays from these carbons 
go beyond the movies into places most of us never see. 
‘hey reveal quickly how long a new paint will last, and 





NATIONAL Carbons 
ACHESON Electrodes 
EVEREADY Flashlights and Batteries 


ELECTROMET Alloys and Metals 
PYROFAX Gas 
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UCC’s Trade-marked Products include 
HAYNES STELLITE Alloys 
Prest-O-LITE Acetylene 
BAKELITE, VINYLITE, and KRENE Plastics 


whether colors will fade from new fabrics. They also 
tell scientists the exact chemical composition of many 
materials. 

BETTER AND BETTER— Making and constantly im- 
proving hundreds of carbon and graphite products for 
industry and science is one of the many ways in which 
the people of Union Carbide help serve all of us. 
FREE: Learn how ALLOYS, CARBONS, GASES, CHEMICALS, and 


PLASTICS improve many things that you use. Ask for “Products 
and Processes’ booklet B. 


Union CaRBIDE 


AND CARBON CORPORATION 
30 EAST 42ND STREET UCC) NEW YORK 17, N.Y. 
In Canada: UNION CARBIDE CANADA LIMITED 





PRESTONE Anti-Freeze 
UNION Carbide 


LINDE Oxygen 
DYNEL Textile Fibers 
SYNTHETIC ORGANIC CHEMICALS 
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sales and earnings may be dwarf- 
ed by the achievements that may 
be realized by the wide range of 
applications of the transistor, 
that mighty mite of electronics. 
The transistor is considered the 
key to electronics of solids, a new 
field of rapidly growing import- 
ance. RCA scientists and engi- 
neers have, in the last year or so, 
greatly intensified their work in 
this field. The multiplicity of new 
applications in both military and 
commercial fields are being ex- 
plored, it already being evident 
that the transistor will greatly 
extend the base of the electronics 
are into many new fields of sci- 
ence, commerce and industry. The 
range of future applications, it is 
believed, will include transistor- 
ized amplifiers, phonographs, AM 
and FM radios, as well as auto- 
mobile radios, midget transmit- 
ters, a number of television cir- 
cuits, and electronic computers. 
As a result of developments in 
solid-state electronics, great 
changes are expected to take 
place in industry within the next 
few years, revolutionizing many 
phases of business. Electric com- 
puters now coming into greater 
use, for example, are capable of 
translating, processing, comput- 
ing, storing and printing, the 
most complex data. Out of the 
RCA Laboratories has come a 
new, very high-speed electronic 
memory device that promises to 
help solve scientific and economic 
problems too vast and too com- 
plex for the present capabilities 
of electronic computers. This new 
development is believed to be the 
forerunner of still further im- 
provements that will change cler- 
ical operations and effect enor- 
mous savings in time, money and 
materials. Electronics also prom- 
ise new aids to health, safety and 
better living through develop- 
ment of inspection methods 
against impurity and contamina- 
tion in bottled, packaged or can- 
ned products for human consump- 
tion. As yet only an infinitesimal 
fraction of the potential of indus- 
trial television has been tapped. 
Linked with RCA’s scientific 
developments are the operation of 
the National Broadcasting Co.’s 
nation-wide network of radio and 
television systems, radio and tele- 
vision receivers, and a complete 
line of TV and radio broadcasting 
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studio equipment. Included in this 
latter category are sound-distri- 
buting systems that are also used 
in industrial plants, hospitals, 
schools and public buildings, and 
sound-film motion picture projec- 
tors for 35mm film, as well as a 
16mm film projector to meet the 
growing use of sound film for 
commercial, industrial and edu- 
cational purposes. Other manu- 
facturing divisions produce air 
conditioning equipment, 
aviation equipment, two-way 
radio communication equipment 
used by police and fire depart- 
ments and by an increasing num- 
ber of railroads and industrial 
companies. Contributing substan- 
tially to sales is RCA Victor Divi- 
sion’s output of record players 
and its new “45 EP” records. 
Many modern industrial plants 
use various RCA equipment to 
produce new products and to in- 
crease manufacturing efficiency. 
Among the list are beverage in- 
spection machines, industrial tele- 
vision, metal detectors, automatic 
counters, nuclear radiation detec- 
tion equipment, time- and fire- 
signal generators, test-measuring 
equipment, ad infinitum. 

Because communications and 
the science of electronics are 
playing an increasingly import- 
ant role in defense and are vital 
factors in military planning for 
the future, RCA is called upon to 
design, develop and manufacture 
many electronic products — some 
of them classified — for the Army, 
the Navy, and the Air Force. The 
volume of RCA’s defense business 
is indicated by the fact that the 
company entered 1954 with a 
backlog of orders amounting to 
approximately $500 million. 

Government business in the 
year just closed accounted for 
about $160 million, or about 28% 
of manufacturing sales totaling 
$581 million. To this sum was 
added something like $166 million 
in broadcasting receipts, $43.5 
million in revenues from commu- 
nications, and another $43.5 mil- 
lion representing gross from all 
other activities, bringing total 
gross revenues for 1953 to ap- 
proximately $830 million, a 
record high. This is a gain of 
about $136 million, or 19.5% over 
the 1952 volume of $694 million, 
and extending an uninterrupted 
sales growth from $236 million 
in 1946. 


Pending release of final and 
audited figures for 1953, esti- 
mates place net for the common 
stock around $2.25 a share, as 


THE 


ranges, | 


compared with $2. 10 in 1952, an@ 
$2.02 a share in the year previ! 
ous. Profit margins, up to dat 
have been held down by what may) 
well be termed extraordinary ex. 
penses arising from intensive re. 
search in both military and com. 


mercial equipment, as_ witnes 
expenditures of $30 million fo 
development of color TV, with 
another $15 million planned to bk 
invested during color TV’s intro. 
ductory year to establish this ney 
service on a solid foundation. U) 
timately, these efforts, as well a 
those involved in the developmen: 
of video tape recording equip. 
ment and the constant flow o! 
other new products born out of 
the company’s intensive researc’ 
will find reflection in wider profi 
margins on increased sales that 
appear destined to pass the bil: 
ilon dollar mark. 

The favorable earnings out 
look, together with the long-rang 
prospects endow RCA commo 
with the characteristics of : 
growth issue. The shares, here 
tofore on a semi-annual divideni 
basis of 50 cents a share, with the 
declaration of a year-end extr 
payment of 20 cents a share, ani 
a regular dividend of 25 cents: 
share, have been placed on 4 
quarterly dividend basis. Th! 
current rate of $1 a share ar- 
nually, excluding the extra distri- 
bution, yields 4.2% at recent 
price of 233,. 
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parties is being followed. Bu 
there are reasons other than de. 
sire to give jobs to the “faithful.” 
It would not be expected tha 
Ike would continue as his person 
secretaries the persons who servel 
the .democratic . administratio 
which preceded him. From tha’ 
point on it is a question of hot 
far to carry the process of corner: 
ing government payroll spots 
“Reductions in Force” on_ the 
lower levels do not seem to hav 
the vice of political avarice. Ke 
men who will share the hopes 
aspirations, and methods of the 
Administration with the Presi: 
dent are being picked from th 
ranks of persons known to shart 
his interest in achievement. 
Perhaps the greatest job tur 
over in recent political histor) 
came when Franklin D. Roosevell 
moved into the White House. The 


(Please turn to page 460) 
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“PROFITS 


IN THE YEAR AHEAD 
ARE NOT 
FOR THE TIMID!” 


National Gypsum Company profits in 
1954 will reach an all-time high, Board 
Chairman Melvin H. Baker revealed to 
the financial press recently. With reduc- 
tions in cost from technological improve- 
ments completed in 1953 and omission 
of the excess-profits tax in 1954, earnings 
per share should be at a high level. New 
Gold Bond products — bringing the total 
products to well over 200—will help 
keep sales moving at a fast pace and 
compensate for possible shrinkage in 
new construction. 

Aggressive selling has played a major role 
in National Gypsum’s increased sales and 
profits. Creative salesmanship has been 
demonstrated in the dynamic growth of 
the company from a one-plant operation 
in 1925 to its present size of 35 plants, 
with annual sales of about $117,000,000. 


Would you like a copy of “The Challenge 
to Salesmanship,”’ a stimulating, widely- 
teported talk by Mr. Baker before the 
National Industrial Conference Board ? 
Write to Melvin H. Baker, Chairman of 
the Board, National Gypsum Company, 
Buttalo 2, New York. 


NATIONAL GYPSUM COMPANY 





“ ni aia TO ligt ae 


MELVIN H. BAKER, Chairman of the Board, National Gypsum Company 


You'll build or 


remodel better with BUFFALO 2, NEW YORK 


Gold Bond’ 
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late Julian Friant was set up in 
business as a “patronage czar” 
with offices and a staff in the De- 
partment of Agriculture Building. 
All appointments cleared through 
him and democratic party indorse- 
ment was a_ requisite, except 
where the President had the sole 
power of selection, or Civil Serv- 
ice Commision regulations posi- 
tively forbade. Before the demo- 
crats turned over the reins, the 
Supreme Court of the United 
States had lost its traditional 
party-line balance to consist of 
eight democrats, one republican 
(now reduced to seven democrats, 
two republicans. ) 

And it’s hard to find a city 
postal system in the country 
which is not presided over by a 
democrat, “frozen” into his posi- 
tion by democratic congress. 
(Naturally the job of making life- 
time appointments was reserved 
until most postmasterships were 
about to be filled, or soon would 
be, under new examinations—with 
the political powers able to pick 
any democrat who might be found 
among the first three.) 

Tampering with Civil Service 
principles can be bad for the gov- 
ernment as well as for the job 
holders. Many skilled persons 
accepted federal jobs paying less 
than they could earn outside, be- 
cause the guaranties of unbroken 
employment, general vacation and 
sick leave, and eventual pensions, 
were held out. A recent court de- 
cision in Washington gives the 
President power to lift that pro- 
tection from a broad field of up- 
per-level employees. 
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9.03% ; and Texas, with an in- 
crease of 6.12%. These compare 
with a national gain over the 
same period of 3.386%. Other 
things being equal, business con- 
cerns in fast-growing states have 
a considerable advantage. How- 
ever, the “killings” are made by 
local enterprises. Most corpora- 
tions with listed stocks do busi- 
ness on a national basis. The prin- 
cipal exceptions are some utilities 
which operate entirely within 
given states. Among these, utili- 
ties favored on a _ longer-term 
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basis by the population trends 
cited include Florida Power & 
Light, Florida Power, Pacific 
Lighting, Southern California 
Edison, Houston Lighting, and 
Texas Utilities. 





Trend Toward Mergers 
in Diversified Fields 





(Continued from page 427) 


which have been allowed to fall 
into disrepair, are building sales 
staffs, solidifying their competi- 
tive position. Next, a year or so 
devoted to paying accumulated 
dividends; followed by a brief 
period which might best be called 
basking in prosperity. This rap- 
idly gives way to plans for expan- 
sion and study of means of achiev- 
ing it—whether to build new fa- 
cilities, or buy facilities already 
operating: in other words, merge. 

This is an oversimplification, of 
course. And management rarely 
states its reasons for a merger or 
gives the history of an acquisition 
in such simple terms. And for 
good reason: First because there 
are always other factors present, 
second because stockholders would 
want more of an explanation. 
Instead, the usual explanation is 
that the company should be more 
diversified. 

Sometimes a firm wants a 
ready-made market for its prod- 
ucts and the sales potentials of 
additional lines, as was the case 
in acquisitions by Pittsburgh 
Steel Company of fabricating 
companies. 

Or the firm may want the pro- 
tection of completely different 
lines, a good example being the 
purchase by Westinghouse Air 
Brake Co., of Le Roi Co.—giving 
Westinghouse an opportunity to 
branch out from its rail equip- 
ment business and have the added 
protection of industrial engine 
and equipment. 

International Shoe and Flor- 
sheim, and Brown Shoe and Regal 
combined to gain a greater retail 
outlet. And, to name just one 
more reason for merger, there is 
often a tax situation, such as the 
blending of Willys-Overland and 
Kaiser-Frazer, which was assisted 
to no little extent by the possi- 
bilities of a loss carryover reduc- 
ing excess profits taxes. 

These reasons for mergers have 
not been stated as a revelation, 
but merely as a reminder that 
there are many, many reasons for 
the blending of two firms. 





And, it must be emphasized, the! 
reason behind the merger should. 
be one of the important studie; 
of any investor thinking of pur. 
chasing stock in the firm. 

Will the merger accomplish 
what it is supposed to do? Has 
the parent company beey 
strengthened? These are just the 
beginning of a long list of ques. 
tions the investor should ask be. 
fore venturing his capital int 
such a firm. 

Which brings us to an impor. 
tant point. Up to now, we have 
discussed the philosophy behind 
the wave of business mergers 
which have taken place in the 
past few years. It is now proper 
to determine the merits of those 
mergers. 

Casual review will reveal that 
in the first instance, the manage. 
ment and owners of the merged 
firm received a price which satis. 
fied them. It was a price that 
appealed to them more—in almost 
every case—than the profits they 
could make operating the firm 
themselves. So in the first in. 
stance, the parent firm has pail 
an excess for the additional pro. 
duction facilities or whatever. 

And, linked to that, it must be 
remembered the purchase ha 
been made in a period of infla 
tion. Deflationary tendencies art 
already present; there are indi- 
cations they will intensify. Under 
such conditions, it is more than 
possible that the stock of the 
merged company may sell lower 
than when the merger was co?- 
summated. 

To continue: in mergers which 
are examples of diversification in 
the purest sense of the word, 
where a firm has acquired a dis 
tinctly new type of product to its 
experience, is the management 
capable of meeting the new situa 
tions it will encounter in the 
strange field? Is there a funda 
mental dissimilarity in the opera: 
tions which are possibly going ti 
cause managerial distortions? 

Again, does the acquired conm- 
pany have likely prospects in @ 
period of economic stringency’ 
The previous management 0 
owners were willing to sell it for 
a combination of price and future 
prospect considerations. Will the 
new parent company be able to 
contribute sufficient abilities ant 
strength to bolster its position 1 - 
a more competitive market? 

And, last, it should be remem: 
bered that even in the most idea 
situation, the acquired concer! 


(Please turn to page 462) Cc 
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PETROCHEMICALS 


From CSC Petrochemistry—from the raw materials 
of natural gas and petroleum products, from the 
air around us—come ammonia, methanol, formal- 
dehyde, the nitroparaffins and their many versa- 


tile derivatives. 

















BIOCHEMICALS 


From CSC Biochemistry—from the cultures of 
bacteria, yeasts and molds—come the conversions 
of grains, molasses, and other farm products 
into antibiotics, vitamins, alcohols, and dextran. 


TOGETHER, THESE PROCESSES yield over 200 CSC products for home and hospital, farm and factory. Six 
CSC Product Divisions handle this diversified output. They form the broad foundation for CSC’s continuing 


sound growth in 1954 and for the future. 
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INDUSTRIAL CHEMICALS — Methanol, 
Ammonia, Nitroparaffins, Butanol, Ethyl 
Alcohol and Derivatives. Riboflavin, 


ANIMAL NUTRITION PRODUCTS — Antibi- 
otic Feed Supplements—Baciferm™®, Nor’way ® 
Duoferm® & Penbac®, Vitamin Feed 
Supplements—Riboflavin & Choline. 


COMMERCIAL 


JANUARY 9, 1954 


PHARMACEUTICALS — Antibiotics — Pen- 
icillin & Bacitracin, Veterinary Products, Products — Anhydrous Ammonia, Nitro- 
Hypotensive Products, Lipotropic Agents, 
U.S.P. & Blood Volume Expander—Expandex® . 






forte \ 
hesvmice! Tiiewee 


AUTOMOTIVE SPECIALTIES — Peak® & POTABLE SPIRITS 
Anti-Freeze, Radiator Chemi- 


cals & Other Automotive Products. 


SOLVENTS 

















AGRICULTURAL CHEMICALS — Nitrogen 


gen Solutions, and CSC Ammonium Ni- 
trate Fertilizer. Pesticides Benzene 
Hexachloride & Dilan®. 


ANTI-FREEZE 
\ 





- Neutral Spirits & 
Whiskies; Rackhouse Barre! Storage. 


CORPORATION 
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Trend Towards Mergers 
in Diversified Fields 





(Continued from page 460) 


has disadvantages as well as ad- 


vantages. No concern is perfect—) 


and the imperfections are ac- 
quired as well as the good fea; 
tures, Will the parent firm be ablé 
to eliminate or reduce the weak 
nesses? 

The list could be lengthened. 
However, that seems unnecessary. 
These weaknesses, as stated ear- 
lier, have been mentioned as a 
caution, a point of reference, in 
the study and investigation of a 
firm which has been involved in 
a merger. 

It is needless to mention that 
these weaknesses do not infect 
the majority of mergers which 
have taken place over the pre- 
vious few years. To hint that 
they did would be to cast an ill- 
deserved slur on the managerial 
abilities of the business world. It 
would also be rather naive; there 
is no wholesale wave of mergers 
taking place just because of a 
mass managerial whim. There is 
a sound business reason for most 
of them. In some cases the merger 
is of great profit to both parties; 
in others a few disadvantages are 
overwhelmed by many advant- 
ages. 

But just as there is a difference 
in the degree of ability of man- 
agement abilities and operational 
efficiency, so is there a difference 
in the worth or improvements 
achieved in various mergers. 

Consequently, investors in par- 
ticular must investigate thorough- 
ly any firm involved in a merger 
in which they intend to purchase 
securities. The advantages of the 
merger will be easy to discover. 
Not so the disadvantages and the 
weight to be given to them. That 
will take careful study and skilled 
evaluation. 





Why the U. S. May Stand 
Alone in Recession 
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countries that have been champ- 
ing at the bit and have in one 
way or another expressed dis- 
satisfaction with American lead- 
ership, would feel free to pursue 
their own political and economic 
course. Thus an American reces- 
sion would bring a loosening of 
the present anti-communist coali- 
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tion and, as was already sug- 
gested, possibly a collapse of our 
present foreign policy. 

The picture drawn here of the 
possible consequences of an 
American recession is sombre 
enough to make not only Amer- 
icans but also our Allies stop and 
think. The day might come when 
it was too late to wake to the 
realization that, as a result of 
hasty and selfish measures, the 
coalition of the free nations was 
too weak to withstand a new com- 
munist surge. Such a communist 
resurge is as certain as tomor- 
row’s sunrise if economic condi- 
tions within the free world de- 
teriorate. 

Can foreign countries help us 
in keeping within limits the chain 
reaction that a business recession 
is likely to start? Can they be- 
have like Allies and preserve the 
coalition of the free nations even 
without being forced to do so by 
a blustering move on the part of 
the Kremlin? 

We believe that there are ways 
of keeping a business recession in 
check. We also believe that the 
anti-communist coalition of free 
nations will survive even though 
much progress may not be made 
in strengthening it during the 
months ahead. 

There are many ways in which 
the free world can help us, pro- 
vided we ourselves do not throw 
up the sponge. Our allies can aid 
us through their monetary poli- 
cies, by restraining their restric- 
tions on dollar imports, by avoid- 
ing competitive currency devalua- 
tions, and by pushing ahead to- 
ward eventual convertibility of 
their currencies. Whether they 
will or can do so is another 
matter. 

Above all, however, our Allies 
can help us by assisting us in 
reviving the flow of capital to- 
ward the under-developed areas 
of Latin America and Africa. We 
cannot do it alone. Private invest- 
ment of even $2 billion—twice as 
much as we are investing abroad 
currently—would do little toward 
mitigating the prospective dollar 
gap or toward creating new pur- 
chasing power abroad. As pointed 
out, if the serious business re- 
cession anticipated by foreign 
economists develops — and there 
are but a few signs that it will 
develop—it will be (1) because 
of the inability of the free world 
to distribute properly the food 
surpluses that are accumulating 
in the northern part of the West- 
ern Hemisphere and (2) because 
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industrial production — spurre 
by the need to meet special post. 
war demands and by the eco. 
nomic re-organization of Wester; 
Europe—may temporarily be ow) 
of line with market demand. Yet 
to paraphrase the last Letter oj 
the National City Bank, “every. 
body knows it would be idle t 
suggest that even American liy. 
ing standards have reached thei 
maximum or that expansion ¢ 
American productive  facilitie 
will ever cease.” How much mor 
room there is for expansior 
abroad ? People over a greater par 
of the free world need bette 
tools in order to live better. Eat. 
ing and living standards of but 
a fraction of the people of the 
free world are at or above the 
levels at which they were befor 
the Second World War. 





1954 Prospects for oe 
Industries 
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elements in the 1953 auto marke 
have been: (1) the extremel! 
high proportion of retail car sale! 
involving credit, and the =o 
spondingly high proportion of to 
tal value of new-car sales repre 
sented by the increase in con 
sumer debt on autos. In the main, 
the 1953 auto market was debi 
financed; (2) Something like six 
out of seven new car sales in 1953 
evidently involved a_ trade-in, 
which indicates that the tota 
stock of cars on the road is no 
longer rising rapidly. This is the 
“saturation” argument against 4 
high level of sales in 1954. (3) 
The very sharp break in the 
prices of used cars in 1953, which 
means that the 1954 market ha: 
opened with a much wider gap 
between new and used car prices| 
than existed in early 1953. This| 
is particularly burdensome to the 
new car market in that it lower: 
the value of trade-ins. 

Manufacturers’ list prices on 
1954 models are, on average, ul- 
changed from 1953 (one excep- 
tion: Studebaker prices are up 
noticeably, because of more de 
luxe trim treatment). The indus: 
try expects to save a considerable 
part of its 1953 unit steel costs, 
because of the disappearance of 
premium and “conversion” steel! 
deals, and because of freight ab- 
sorption by steel companies. It 
may also save a considerable sum 
on copper costs, if the long- 

(Please turn to page 464) 
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poker. § None-the-less we look forward with excitement 


impetus of 1953 continues — and we see no reason that 


growth in solid fashion. { There still exist the economic 


9, 


Soothsayers we are not, nor do we probe the entrails 
of the pigeon or the fish. We patronize no oracle or squint 
no eye at the crystal ball. Signs of the Zodiac are to us 
interesting decorations and a deck of cards is best used for 
to interesting events in New Jersey in 1954, for if the 


it should not — New Jersey will maintain its economic 


advantages that induced one of the foremost makers of 





1954 


gee 


1954 


automobiles to locate a large assembly plant in New 
Jersey. {|The reasons prompting the Boy Scouts of 
America to locate its operations in New Jersey are 
still sound. {| The potential for growth in New Jersey’s 
Industrial Elbow — that area crossriver from the Fairless 
Works of the U. S. Steel — has not been exhausted. 
Metal working plants and enterprises satellite to the steel 
industry are on the move to this part of New Jersey. 
{| We are proud to be in the electric and gas business in 


New Jersey and to have a functional part in the develop- 





ment of this great state. 


PUBLIC(C))SERVICE 
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1954 Prospects for Leading 





industry with a substantial cush- 
ion (about $700 million). 
The industry’s general outlook 


TIRES AND RUBBER — Despite! 


a strong secular growth of rubber! 
as an industrial material—recent 
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Industries is thus for a considerable curtail- examples of new or relatively newlgiscour 
ment of auto volume, some price uses for rubber are as a paint early s 

(Continued from page 462) weakness, and probably falling base, and in road construction-|ket is 
; ae unit margins. This combination — the industry’s outlook as a whole/fall, th 
awaited and now nearly inevit- may exhaust much of the benefits __ is still closely tied to the tire in.|gubside 
able break in copper prices comes. of EPT expiration, and leave dustry. In 1953, supplying orig-Jand r 
But these savings are very likely after-tax profits little changed. It inal equipment to more than six|jnto it 
to be passed on to the dealer as is worth adding that the competi- million passenger cars and over year-el 
the year progresses, to maintain tive situation in the industry a million trucks helped the indus.|hacks i 
dealers’ margins at economic favors the major producers, just try to some excellent operating|for the 
levels. And in any event, part of as the lack of competition in the results. Total domestic rubber|model 
these gains may be neutralized by early post-war years favored the consumption evidently rose toa shar 
the tendency of unit costs to rise small independents. For the inde- about 135,000 long tons monthly, tire ar 
as volume subsides. pendents as a group, market roughly 6% above the consump. rubber 
The industry is the ultimate share has already fallen from _ tion rate in 1952. All of the gainjhind 1 
American example of rising pro- about 13% in 1952 to about 9% in consumption was in naturaljdesire 
ductivity, and in order to combat in 1953, and it is quite likely that rubber, reflecting both more fa-}tories) 
the tendency for its margin to fall the share will fall further in  vorable price comparisons with|this w 
in 1954 it is planning to spend as_ 1954. The profits consequences of — synthetic, and also the relaxation|sluggis 
much as 15% more money on ma- this declining share of a declin- of natural rubber consumption} Earr 
chinery and equipment than the ing market are severe, particu- controls. Consumption of syn-Jin 195 
$1 billion it spent in 1953. More- larly since the independents in thetic rubber evidently declined} good, 1 
over, its return (after taxes) on many cases have little or no ex- _ slightly, and use of reclaimed rub-} 1952. F 
stockholders’ equity in 1953 wasa_ cess profits cushion. (Much of the ber was about unchanged. half o 
phenomenal 15%, and several of situation described here has al- Tire production early in the} equal t 
the larger companies are deep in ready been heavily discounted in year reached up to an alltime|of a fa 
the excess profits bracket. Expir- the stock prices of independent _ record of over 9 million a month. ment t 
ation of the tax will provide the auto companies.) Despite booming original equip-| pricing 
———=Hand hi; 
i “compa! 
' | deep in 
DIVIDENDS PAID* | Vin 195: 
\ rate né 
1952...1.95 oo fc 
; volume 
UNOS... EPS in the ; 
an unbroken record of neo erate g 
1949... 2.70 —tL1949—Adijusted on but w 
1948... 3.25 ; basis of 2-for-1 tushion 
a 1 2 ; stock split fess pl 
1947 ...2.40 \ absolut 
VI e | S pa ( 1946... 2.87 —4—1946—2-for-1 stock earning 

1 split and rights 

94S... -2:20 : ELEC 
1944...2.20 —t—1 944 —rights voted This h 
1943...2.00 | showed 

1942...1.90 | 1958, 
ABBOTT LABORATORIES frends. 
1941...2.15 4 In it 
NORTH CHICAGO, ILLINOIS 1940...2.15 | por ~ 
1939... 2.05 —1__1939—5% stock * - 
Manufacturing Pharmaceutical Chemists since 1888 1938...1.70 | dividend and rights ee 
N9S7 ... 240 pets 
1936...2.07 — 936—3-for-1 stock split a aa 

1935 ....2.45 —+4~—1935—33 3% stock only a 
LISTED 1934... .2.50 cae pace is 

é 1933...2.00 1 oi the 
1929 Midwest Stock Exchange (formerly Chicago) t of pow 

1937 New York Stock Exchange 1932... 2512 ; atomic 
1949 San Francisco Stock Exchange 1931...2.50 : additio: 
I son BASIS OF TOTAL NUMBER n area 
3,739,819 Shares of Common Stock Outstanding sed -- 2.00 ‘ pt prctnenan vino alumini 
No Bonded Indebtedness C929... 2042 : CLOSE OF EACH YEAR. Vast q 
106,848 Shares of 4% Cumulative Preferred Stock ' Feepins 
Outstanding 1 lectric 
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2spitement sales and good replacement 
ibberfiemand, this output caused a con- 
ecentiyestion of tire stocks, and price 
7 newliscounts were common even in 
paint’ early summer, when the tire mar- 


Witich; yous 73 ana Qs" 


tion-|ket is usually strongest. In the Most people do when they first invest. They weigh Price and 
vholejfall, the production rate began to Quality as carefully as possible to get the values they want in 
e in-|subside as the auto market slowed the stocks they buy. But as time goes on, they're not quite 
orig-fand replacement demand went so careful. ; 

n sixfinto its usual seasonal dip, but The recent report by the Brookings Institute, for instance, 
Overfyear-end stocks are heavy. Cut- revealed that two out of three investors have owned some of 
ndus-Jpacks in schedules of automakers their stocks for at least eight years! 

ating/for the early part of their 1954 heal a ik : 

ibber|model run have been reflected in sinineeicesianens a ee 

e tola sharp fall in employment in the Because security values are never constant... 





ithly, tire and tube industry. Sales of Because changes in price often reflect basic changes in 
ump- rubber footwear have fallen be- quality. 
gainjhind 1952 (partly because of a So if you're not sure about the “Ps and Qs” of your own 
tural|desire to liquidate retail inven- portfolio... 
e fa. tories). Mild weather thus far If you’re not sure that price and quality are in the best bal- 
with em Fi ign - Foe sep er ance possible for the values you want—perhaps we can help. 
a —_ at es ee Our Research Department will be happy to study the 
syn-fin 1953 have been exceedingly stocks you own... comment on current prices in relation to 
lined a runni jet 1% ebay quality... send you the most objective analysis they can of 
good, running about 15% above agg OP Ragin 
rub-|1952. Pretax earnings in the first ee Ne eer — 
half of 1954 are not likely to There’s no charge for this service. No obligation, either. 
- thelequal this record, mainly because Simply address your letter to— 
Itime} of a _— off in original = Watter A. ScHOLL, Department SF-80 
onth.| ment business, more competitive 


quip- 





pricing on replacement business, 
_ and higher wage costs. But large 
“companies in the industry were 
| deep in the excess profits bracket 
in 1958, with their effective tax 
rate near 70%. The outlook for 


the industry in the first half is struction industry are also ex- 
thus for a moderate decline in pected to continue strong. But in- 
volume—reflecting a large decline dustrial electrical equipment 
in the auto market offset by mod- business has already begun to C A hy A D i A N 


erate growth in other markets— 
but with a substantial profits 
tushion in the demise of the ex- 
tess profits tax, and a possible 


absolute increase in after-tax , 

earnings. half. (These motors are used in Get Special Report on Fabulous 
: _ : : ° Blind River Area (Algoma) uranium 
control and tool installations). susie 

ELECTRICAL MACHINERY — Electrical office machines have 

This highly diversified industry had a boom year in 19538, and Plus Report On A 


showed very different trends in 
1953, and somewhat divergent 
trends appear likely in early 1954. 

In its public utilities market 
for power equipment, the indus- 
try looks forward to another 
boom period. At least in the first 
quarter of 1954, public utility 
= for new facilities will be 
unning more than 10% above the 
tomparable period of 19538, and 
only a moderate decline in the 
pace is now expected in the rest 
of the year. Rising consumption 
of power for air-conditioning and 
atomic energy, and a need for 
additional reserves (particularly 
in areas of the Northwest, where 
aluminum production consumes 
Yast quantities of power) are 
eeping the industry’s orders up. 
lectrical specialties for the con- 
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slow somewhat. New orders and 
billings of 1-200 horsepower 
motors held up in the first half 
of 1953, but there has evidently 
been some easing in the second 


more boom is expected in 1954, 
as general business strives to get 
control over its overhead and 
administrative costs. 

The markets for consumer elec- 
trical appliances are in much 
more equivocal condition. Produc- 
tion of household appliances has 
been sagging since early 1953, 
partly because of the subsiding of 
the credit market. Sales have 
ended the year in intensely com- 
petitive condition, with extreme 
pressure on retail prices, and a 
clear tendency for the price pres- 
sure to be passed back to manu- 
facturers. 

Ever since June, factory ship- 
ments of washing machines have 
run below a year ago; the annual 
total has evidently reached about 

(Please turn to page 466) 
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URANIUM 


CANADIAN CHEMICAL 


A growth stock with an American 
subsidiary. Stock now less than $2. 


Plus 
SPECIAL SITUATION STOCK 
(Report on unusual opportunity) 


Send $1 now for these reports and 
4 issues of the Canadian Stock letter. 
Ask for Dept. B-9. 


THE CANADIAN STOCK 
LETTER 710 S. Federal 


Chicago 5, Illinois 











Correction 


In the November 28 issue, the Standard 
of Indiana was inadvertently 
omitted from the box “Important Com- 
panies Represented in Williston Area.” 
This company, of course, is prominent 
in this field of exploration. 
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3.6 million, as compared with 
about 3.2 million in 1952, but the 
trend has been clearly down. The 
trend of vacuum cleaner sales is 
likewise down, although the an- 
nual total about equaled the 1952 
total of 2.8 million units. For re- 
frigerators, the first half of the 
year showed shipments 23% 
above 1952; the last half of the 
year has shown a decline of about 
6%. Food-freezer sales have 
slipped sharply enough to resur- 
rect freezer sales plans of a type 
which were partly discredited in 
earlier years of the freezer boom. 

At the same time that the mar- 
ket has weakened, competition at 
the retail level—except for growth 
products such as room air-condi- 
tioners—has intensified. Electri- 
cal manufacturers have become 
engaged in a struggle to main- 
tain their dealer organizations by 
spreading their lines to include 
virtually all appliances, the objec- 
tive being to make it unnecessary 
for a dealer to do business with 
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other manufacturers. The result 
has been a multiplication of man- 
ufacturers’ lines, and increased 
tooling and designing costs. 

On balance, the sales outlook 
for diversified electrical equip- 
ment manufacturers is stable; for 
those manufacturers heavily in 
consumer durables, it is for a con- 
siderable decline from levels in 
the first half of 1953. Defense 
electronic business is also likely 
to subside in the months ahead. 
But earnings of most electrical 
manufacturers are well padded 
by excess profits liabilities, with 
many companies paying a com- 
bined tax rate of 65%. Expira- 
tion of EPT will, of course, act as 
a considerable cushion. 


RADIO-TELEVISION — Radio- 
television manufacturers com- 
pleted a banner year in 1953, but 
there were plenty of indications 
that the pace will not be main- 
tained in the first half of 1954. 

Production of all radios—in- 
cluding portable, clock-type and 
auto sets—ran to a little over 12 
million, or about a million more 
than in 1952. But more than all 
the net gain appeared in auto- 
type radios, as original equip- 
ment installed in passenger cars 
rose by about 1.5 million. Clock- 
type radios, one of the most popu- 
lar (and inexpensive) novelties 
in the 1953 durables market, also 
showed a sharp gain. Sales of 
standard table models and con- 
sole types (particularly the lat- 
ter) showed a decline against 
1952. 

Retail price pressure in the 
radio market has been severe in 
late 1953. Backward pressure on 
manufacturers’ prices has also 
been severe, and has generated 
considerable additional expendi- 
ture on styling, and on quality of 
components such as_ speakers. 
Profit margins in radio manufac- 
turing are likely to be closer in 
1954 than in any recent year. 

Despite progressive cutting of 
output in the last three quarters, 
production of television sets in 
1953 has evidently about tied the 
record 7.5 million output of 1950. 
But in recent months demand has 
waned, reportedly even in those 
areas where TV is relatively new, 
as in the Northwest. The industry 
has made it clear that the cost of 
color television sets will be about 
twice as high as the highest 
black-and-white, and that screens 
on early color models will be in 
the neighborhood of half as big. 
Nevertheless, it is likely that the 





beginning of color-TV broadcasts 
and the expected appearance of) 
color sets, even though on a com) \\ 


patible system, will hold bac) 
some outlays on black-and-whit/ 
sets in 1954. | 
For the first half of 1954, com. 
bined production of radio-televi} 
sion is not expected to equal the) 
comparable period of 1953, or, i 
fact, to approach within 10% 0 
it. Moreover, margins are likely 
to be narrower. While the pei@TAF 
formance of different members of WV to | 
the industry will differ widely, ir time . 
general those with a relatively. rogre: 
high proportion of government’ 
electronic work may fare consid. Share i 
erably better than those more underv 
fully dependent on the consume of sect 
market. One non-military sector! prospe: 
of the industry, however—shoulil 
show marked percentage growti| 1. Dyt 
in 1954, although the actual doj EX 
lar increment to sales will not b}2, Pre 
great. In so far as this segmen! tim 
is concerned, it is still in a verj 
early development stage, but ver| AND . 
successful application of TV ti change 
industrial uses has already bal ings an 
made by railroads and metal pro will spe 
cessing industries, among other ~ offer 


the thr 
CONSTRUCTION — Total con 
struction activity—including pub 
lic and private—equaled about $3) — 
billion. This is a new record, both 
in current dollars and in terms ¢ . 
real work put in place. The 1946 
1953 construction boom has nov — 
run out of historical parallels; i 
dwarfs the boom of 1922-192) 
Each of the past five years hai 
topped the 1927 peak in terms 0 
construction volume. 

Yet 1953 produced little ev: 
dence that the boom is nearing a” 
end. General construction est: 
mates for 1954 point down, bu 
only very slightly. At the ‘clow 
of the year even private resider ” 
tial construction, thought to bk 
the weakest segment of all, wai 
still moving along well, _ e 
housing starts continuing at al 
annual rate close to 1,000,000, 
Construction contract awards it 
the closing months of the yea 
have run approximately at las® 
year’s level, and foreshadow ie 
high rate of activity in the earl 
months of 1954. 

Among the components of com 6 
struction activity, the weakest art 
likely to be: industrial construc} 
tion, where the boom inspired by 
accelerated amortization is wa: 
ing. The total amounted to abou! 
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$2.3 billion in 1953; it is likely t@ SM 
be somewhat less than $2 billiot 
ee 
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in 1954. Farm construction is also 
expected to be off, from about 
$1.5 billion in 1953 to about $1.3 
billion. Nonfarm residential ac- 
tivity, which totaled $11.7 billion 
in 1953, is expected to be down to 
about $11.2 billion, with a mod- 
erate decline in construction of 
new housing units partly offset 
by a rise in additions, alterations 
and modernization. Public expen- 
ditures for military, naval and 
conservation (public power, 
atomic energy) projects is ex- 
pected to subside from about $2.2 
billion to below $2.2 billion. 

But major segments of the in- 
dustry still show surprising 
strength. In some areas there 
appears to remain a considerable 
backlog. Public highway construc- 
tion is expected to continue up, 
from $3.1 billion in 1953 to per- 
haps $3.5 billion in 1954. High- 
way conditions remain unsatis- 
factory in large parts of the na- 
tion, and a large number of toll- 
type superhighways are in or 
past the planning stage. Educa- 
tional building is likely to climb 
well above its $1.7 billion rate of 
1953. Private construction of 
warehouses, offices and loft build- 
ings, stores, restaurants and ga- 
rages is likewise expected to show 
an advance, as commercial facil- 
ities reach out into new popula- 
tion centers created by the hous- 
ing boom of the past several years. 


CHEMICALS — The aggregate 
production rate of the highly di- 
versified chemicals industry 
reached a peak about mid-summer 
1953, and has been subsiding 
slowly ever since. But sales have 
held up well, inventories are not 
seriously out of line, and the out- 
look continues to be favorable. 

In the closing months of the 
year, heavy inorganic chemicals 
markets have been suffering from 
a steady inventory adjustment, 
reflecting lower consumption 
rates and inventory adjustments 
among consuming industries (for 
example, steel, which uses sub- 
stantial quantities of heavy chem- 
icals as alloys and in finishing 
operations). Sales of organic 
chemicals, fats and oils, drugs, 
medicines, paints and plastics 
have continued strong into 1954. 
Consumption of nitrogen, phos- 
phates and potash materials, in 
fertilizer form, has been seriously 
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affected by the oversupply and 
price weakness in farm products, 
but part of this gap has been 
closed by a large increase in the 
export market for phosphates, 
Production of rayon has been 
sharply curtailed, but other syn- 
thetic fibres, some of them newly 
introduced in 1953, have fared 
much better, despite the textile 
recession of late 1953. Sulfuric 
acid production ran well ahead of 
1952, and the price is going into 
1954 about 10% higher than a 
year ago. Production of sulfur, 
while it is no longer in short 
supply, has been well maintained, 
and stocks at year-end are nor- 
mal. Trade sales of paints, var- 
nishes and lacquers have run 
steadily at or above 1952 levels, 
and prices have been firm to ris- 
ing. All the major plastic and 
resin materials—phenolics, vinyl 
and alkyd resins, polystyrene — 
showed impressive gains in 1958, 
and further moderate gains are 
likely in early 1954. Prices and 
margins in these materials—as in 
many of the so-called “wonder 
drug” pharmaceuticals—are now 
intensely competitive, but return 
on investment in the industry is 
still quite good—roughly 12% in 
1953. The industry, as a whole, is 
not substantially in the excess 
profits bracket; average tax rates 
in 1953 are about 58%. But earn- 
ings in 1954 should hold up well. 
Liquidity of the industry is also 
good, and the lower rate of capi- 
tal outlays expected in 1954, to- 
gether with depreciation deduc- 
tions which will amount to over 
$700 million, should provide an 
ample base for dividends. 
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in 1954 





(Continued from page 418) 
retention needs. The projection of 
a 5%-8% shrinkage in produc- 
tion, and of 10%-15% in earn- 
ings, could be right, but should 
be taken with reserve at this 
stage. A majority estimate for a 
year ahead will usually prove 
over-optimistic or over-pessimis- 
tic at least in some degree. 

At present, investors will be 
well advised to do some “waiting 
and seeing.” In terms of the aver- 
ages, the downside potential from 
the immediate level, even if fairly 
moderate, probably exceeds the 
upside potential for the near term 
and the medium term. Continue 
to hold conservative reserves for 
coming buying opportunities; and 
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to emphasize the quality 
special-factor profit promise 
individual stocks in making po 
folio changes. — Monday, Jan 
ary 4. 
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The Spirit of St. Louis 
By CHARLES A. LINDBERGH 


In 1926, on a beautiful moon-el 
night, a young pilot of the airmail ro 
between St. Louis and Chicago ¢ 
ceived the ambition to fly a plane 
stop from one hemisphere to anot 
bridging the waste of water that g 
arates continent from continent. 1 
dream, the tiny seed of incalculs 
things to come, would not be den 
But how to fulfill it? Could a pl 
capable of carrying sufficient fuel 
such a flight be bought? Would it 
possible to get the necessary finan 
backing? Would businessmen believ 
so seemingly foolhardy a project? 

The months that followed saw a ¥ 
determined young man wrestling y 
these problems. On May 21, 1927, 
same young man took off from 
York and, after thirty-three hd 
alone in the cockpit of his single-mo 
ed plane, the Spirit of St. Le 
hurtling through canyons of cloud 
storm over 3,600 miles of Atla 
landed on Le Bourget Aerodrd 
thereby completing the first non 
flight betwen the continents of Ame 
and Europe. The dream conceived 
that moon-clear night in 1926 
found fulfillment. And what marve 
heralded! To-day, transatlantic 
travel is a commonplace; one may 
in Paris and breakfast the next 
ing in New York! 
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Home & Foreign Investme 
1870-1913 
By A. K. CAIRNCROSS 


The individual chapters in this 
ume cover a wide range of subj 
but they have a common theme—ca 
accumulation and the fluctuations 
accompany it. Professor Cairne 
study of foreign investment and 
dynamics of international trade 
focused on two relationships: bet 
foreign and home investment, anq 
tween the migration of capital 
that of labour. 

The central section of the book 
‘Home and foreign investment in 4 
Britain, 1870-1913’, is the develo 
of a theme on which Professor Q 
cross’ work needs no_ introductid 
economists (who will be glad to 
this extended treatment readil 
hand). But this is a work that 
concerns social and economic histo! 

Contents: Capital accumulatio 
the Victorian Age; Fluctuations i 
Glasgow building industry 1856- 
Investment in Canada 1900-13; Int 
migration in Victorian England; 
Victorian capital market; The stat 
of investment 1870-1913; The fi 
tions in investment 1870-1913; In 
ment and migration; Did foreig 
vestment pay?; The Victorians a 
vestment. 
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